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TO PROVIDE REVENUE FOR THE DISTRICT OF 
COLUMBIA AND FOR OTHER PURPOSES 


WEDNESDAY, JANUARY 11, 1956 


CONGRESS OF THE UNITED S?rares, 
Jornt SUBCOMMITTEES ON FiscaL AFFAIRS 
oF THE House AND SBNATE COMMITTEES 
ON THE Districr oF CoLuMBIA, 
Washington, aes 

The subcommittees met pursuant to call, at 10:30 a. m., in room 
P-38, the Capitol, Washington, D. C., Hon. Howard W. Smith 
presiding. 

Present: Representative Smith (presiding); Senators Bible and 
Beall; and Representatives McMillan, Harris, Williams, Simpson 
of Illinois, O’Hara of Minnesota, Talle, Auchineloss, and Allen, Jr. 

Also present: William P. Gulledge, counsel (Senate committee); 
William N. MeLeod (clerk) and Wendel E. Cable (minority clerk), 
(House committee.) 

Chairman Smith. The subcommittee will be in order. 

I might state that we have called this jomt hearing through the 
courtesy of Senator Bible, in order to begin early work on a very 
troublesome problem, which is to provide revenue for the District of 
Columbia. A thing like the poor that we always have with us. 

(H. R. 8168 is as follows:) 


[H. R. 8168, 84th Cong., 2d sess.) 
4 BILL To provide revenue for the District of Columbia, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
imerica tn Congress assembled, That this Act may be cited as the “District of 
Columbia Revenue Act of 1956.”’ 


PITLE I—AMENDMENTS TO DISTRICT OF COLUMBIA INCOME AND 
FRANCHISE TAX ACT OF 1947 


Sec. 2. Section 4 of title I of the District of Columbia Income and Franchise 
lax Act of 1947 (61 Stat. 331, 333, ch. 258), as amended (Sec. 47-1551 (e), D. C. 
Code, 1951), is further amended as follows: (a) The first sentence of paragraph 
u) of said seetion is amended by inserting after the words ‘‘was received from the 
taxpayer” a comma and the following: ‘‘and whose gross income for the calendar 
vear in which the taxable vear of the taxpayer begins is less than $500’’; (b) sub- 
paragraph (9) of paragraph (u) of said section is repealed, and (c) the following 
paragraphs are added at the end of said section: 

“(v) The term ‘head of a family’ means an individual who maintains in one 
household one or more dependents as defined in paragraph (u) of this section 
The personal exemption for dependents shall be allowed to the head of a family 
for dependents in excess of one dependent. 

“(w) The term ‘wages’ means wages as defined in section 3401 (a) of the Inter- 
nal Revenue Code of 1954. 

“‘(x) The term ‘payroll period’ means payroll period as defined in- seetion 
3401 (b) of the Internal Revenue Code of 1954. 
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““(vy) The term ‘employer’ means employer as defined in section 3401 (d) of 
the Internal Revenue Code of 1954. 

“‘(z) The term ‘employee’ shall apply only to individuals residing or domiciled 
within the District at a time a tax is required to be withheld by an employer, and 
to every other individual who maintained a place of abode within the District for 
more than seven months of the taxable year, whether domiciled in the District or 
not. The term ‘employee’ shall not include any elective officer of the Government 
of the United States or any employee on the staff of an elected officer in the legis- 
lative branch of the Government of the United States if such employee is a bona 
fide resident of the State of residence of such elected officer, or any officer of the 
executive branch of such Government whose appointment to the office held by 
him was by the President of the United States and subject to confirmation by 
the Senate of the United States and whose tenure of office is at the pleasure of 
the President of the United States, unless such officers are domiciled within the 
District on the last day of the taxable year.” 

Sec. 3. Paragraph (13) of subsection (a) of section 3 of title III of said Act 
(sec. 47-1557b (a) (13), D. C. Code, 1951) is amended to read as follows: 

(13) In lieu of the foregoing deductions, any resident may elect to deduct for 
the taxable year an optional standard deduction of 10 per centum of the adjusted 
gross income or $500, whichever is lesser; in the case of joint returns filed by 
husband and wife, living together, the standard deduction of each shall be 10 per 
centum of the adjusted gross income of each or $500, whichever is lesser; in case 
of separate returns by husband and wife, living together, the standard deduction 
of each shall be 10 per centum of the adjusted gross income or $500, whichever 
is lesser. Such election shall be irrevocable for the taxable year for which such 
election is made and specific deductions may not be later used: Provided, That 
the option provided in this paragraph shall not be permitted on any return filed 
for any period less than a full calendar or a full fiscal year: Provided further, That 
in the case of husband and wife living together, the standard deduction shall not 
be allowed to either if the net income of one of the spouses is determined without 
regard to the standard deduction.” 

Sec. 4. Paragraphs (a) and (b) of section 2 of title V of said Act (sec. 47-1564a 
D. C. Code, 1951) are amended to read as follows: 

“‘(a) RESIDENTS AND NONRESIDENTs.— Every nonresident of the District receiv- 
ing income subject to tax under this article and every resident of the District, 
except fiduciaries, when— 
‘“‘(1) his gross income for the taxable year exceeds $1,000, if single, or if 
married and not living with husband or wife; or 
(2) his gross income for the taxable year exceeds $2,000 if married and 
living with husband or wife; or 
‘“‘(3) his gross sales or gross receipts from any trade or business, other than 
an unincorporated business subject to tax under title VIII of this article, 
exceeds $5,000, regardless of the amount of his gross income; or 
**(4) the combined gross income for the taxable year of a husband and wife 
living together exceeds $2,000 in the aggregate, or the combined gross sales 
or gross receipts from any trade or business, other than an unincorporated 
business subject to tax under title VIII of this article, exceeds $5,000 regard- 
less of the amount of their gross income. 

“(b) Fipucrarres.—Every fiduciary (except a receiver appointed by authority 
of law in possession of part only of the property of an individual) for 

“(1) every individual for whom he acts having a gross income for the 
taxable year of $1,000 or over, if single, or if married and not living with 
husband or wife; 

“*(2) every individual for whom he acts having a gross income for the 
taxable year of $2,000 or over, if married and living with husband or wife; 

““(3) every estate for which he acts, the gross income of which for the 
taxable year is $1,000 or over; 

4) every trust for which he acts, the gross income of which for the 
taxable year is $1,000 or over.” 

Sec. 5. Section 2 of title VI of said Act (sec. 47-1567a, D. C. Code, 1951) is 
amended to read as follows: 

“Sec. 2. PersonaL Exemptions.—There shall be allowed to residents the 
following credits against net income: 

““(a) An exemption of $1,000 for a single person or a married person not living 
with husband or wife. 

“(b) An exemption of $2,000 for a head of a family or a married person living 
with husband or wife. A husband and wife living together shall receive but one 
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ersonal exemption of $2,000, but if such husband and wife make separate retur 
> pe ween exemption may be taken by either or divide d between them. 
c) An exemptian of $500 for each dependent, as defined in this article, whos: 
ross income for the’calendar year in which the taxable year of the taxpayer beg 
s less than $500, except that the exemption shall not be allowed in respect of 
narried dependent who has made a joint return with his spouse for the taxable 
ir beginning in such calendar year. 
‘(d) If the status of a taxpayer changes during the taxable year with respect 
to his marital status the amount allowed under subsection (b) of this section shall 
ipportioned in accordance with the number of months before and after such 
change. For the purposes of this subsection, a fractional part of a month shall be 
lisregarded unless it amounts to more than half a month, in whic! 


1 case it shall be 
considered as a month. 


e) Beginning with the first taxable vear to which this article is appli ‘able and 
succeeding taxable years, the amounts pt eng d under subsections (a b), and 
of this section shall be prorated to the day of death in the final return of a 


cedent dying before the end of the taxable vear, and as of the date of death tl 
personal exemption is terminated and not extended over the remainder of the 
taxable year. 

f) In the case of a return made for a fractional part of a taxable year, the 

versonal exemptions and credits for dependents shall be reduced, respectively, t 
amounts which bear the same ratio to the full credits provided as the number of 
months in the period for which the return is made bear to twelve months. 

Sec. 6. Section 3 of title VI of said Act, as amended (sec. 47—1567b, D. C. Code 
1951), is amended to read as follows: 

“Sec. 3. IMposiTiIon AND Rates or Tax.—There is hereby annually levied 
ind imposed for each taxable year upon the taxable income of every resident a 
tax at the following rates: 

‘Two and one-half per centum of the first $5,000 of taxable income. 

hree per centum on the next $5,000 of taxable income. 

hree and one-half per centum on the next $5,000 of taxable income. 

“Four per centum on the next $5,000 of taxable income. 

Four and one-half per centum on the next $5,000 of taxable income 

Five per centum on the taxable income in excess of $25,000.”’ 

Sec. 7. Section 5 of t#tle VI of said Act (sec. 47—-1567d, D. C. Code, 1951) is 
amended by inserting ‘(a)’ after ‘Src. 5.’’ and by adding thereto the following 
subsection: 

b) Crepit For Tax WITHHELD ON WacEs.—The amount deducted and wit 
held as tax under this article during any calendar year upon the wages of any 
individual shall be allowed as a credit to the recipient of the income against the 
tax imposed by this article, for taxable years beginning in such calendar year. If 

ore than one taxable year begins in such calendar year such amount shall be 
allowed as a credit against the tax for the last taxable year so beginning 

Sec. 8. Subsection (a) of section 7 of title XII of said Act (sec. 47—1586f, D. C 
Coie, 1951) is amended to read as follows: 

“Sec. 7. (a) Time or PaymMent.—(1) Except as provided in subparagraph (2) 
of this paragraph, one-half of the total amount of the tax due as shown on the 
taxpayer’s return shall be paid to the Collector on the 15th day of April seat 
the close of the calendar year and the remaining one-half of such tax shall] be paid 
to the Collector on the 15th day of October following the close of the calendar year 
or, if the return be made on the basis of a fiscal year, then one-half of the total 
amount of such tax shall be paid on the 15th day of the fourth month following 
the close of the fiscal year and the remaining one-half of such tax shall be paid on 
the 15th day of the tenth month following the close of the fiscal year 

“(2) InprvipvAL Income TaxEs.—Any amount of individual income tax due, 
in excess of that withheld or remitted by way of a declaration of estimated tax, is 
due and payable in full at the time prescribed in this article for filing an income 
tax return, 


oO 


‘(3) Dericrencrgs.—Any deficiency in any tax imposed by this article, de- 
termined by the Assessor under the provisions of section 5 of this title shall be due 
and payable within ten days from the date of the assessment. 

““(4) EmpLoyers.—Every employer required to deduct and withhold tax under 
this article shall, for the quarterly period beginning October 1, 1956, and for each 
quarterly period thereafter, on or before the last day of the month following the 
close of each quarterly period make return to the Assessor and pay over to the 
Collector the tax required to be withheld under this article. 

“(5) JEopARDY WITHHOLDING ASSESSMENTS.—If the Assessor, in any case, 
has reason to believe that the collection of the tax provided for in paragraph (4 
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of subsection (a) of this section is in jeopardy, he may require the employer to 
make such a return and pay such tax at any time. 

““(6) PaymMENT oF EstimatEp Tax.—The estimated tax provided for in this 
article shall be paid as follows: 

“(A) If the declaration is filed on or before April 15 of the taxable year, the 
estimated tax shall be paid in four equal installments. The first installment 
shall be paid at the time of the filing of the declaration; the second and third 
on July 15 and October 15 respectively, of the taxable year and the fourth or 
January 15 of the succeeding taxable year. 

“(B) If the declaration is filed after April 15 and not after July 15 of the taxabk 
year and is not required by this article to be filed on or before April 15 of the tax 
able year, the estimated tax shall be paid in three equal installments. Th« 
first installment shall be paid at the time of the filing of the declaration; the 
second on October 15 of the taxable year and the third on January 15 of the 
succeeding taxable vear. 

“(C) If the declaration is filed after Julv 15 and not after October 15 of the 
taxable year and is not required by this article to be filed on or before July 15 
of the taxable year, the estimated tax shall be paid in two equal installments 
The first installment shall be paid at the time of the filing of the declaration, and 
the second on January 15 of the succeeding taxable year. 

“(D) If the declaration is filed after October 15 of the taxable year, and is 
not required by this article to be filed on or before October 15 of the taxable vear, 
the estimated tax shall be paid in full at the time of the filing of the declaration. 

“(E) If the declaration is filed after the time prescribed in this article, including 
cases where extensions of time have been granted, subparagraphs (B), (C) and (D) 
of paragraph (6) of subsection (a) of this section shall not apply, and there shall 
be paid at the time of such filing all installments of estimated tax which would 
have been payable on or before such time if the declaration had been filed within 
the time prescribed in this article, and the remaining installments shall be paid 
at the times at which, ard in the amounts in which, they would have been pay- 
able if the declaration had been so filed. 

“(7) If any amendment of a declaration is filed, the remaining installments, 
if any, shall be ratably increased or decreased, as the case may be, to reflect the 
respective increase or decrease in the estimated tax by reason of such amendment, 
and if any amendment is made after October 15 of the taxable vear any increase 
in the estimated tax by reason thereof shall be paid at the time of making such 
amendment. 

(8) In the application of paragraphs (4), (5), (6) and (7) of subsection (a) of 
this section to taxpayers reporting income on a fiscal year basis, there shall be 
substituted for the dates specified therein, the months corresponding thereto.” 

Sec. 9. Section 8 of title XII of said act (sec. 47-1586g, D. C. Code, 1951) is 
amended by inserting ‘‘(a)”’ after ‘“‘W1rTHHOLDING OF Tax aT SouRcE.—”’ and by 
adding thereto the following subsections: 

“(b) WirrHHoLpinG or Tax BY EMpLoYER.—Every employer making payment 
of wages on or after October 1, 1956, to any employee as defined in this article, 
shall deduct and withhold a tax upon such wages, such tax to bé determined b 
one of the following methods, to be elected by the employer with respect to 
any emplovee 

in accordance with a percentage method of withholding similar to that 
under section 3402 of the Internal Revenue Code of 1954 to be included 
in regulations 

in accordance with tables similar to those contained in section 3402 of 
the Internal Revenue Code of 1954, to be included in regulations; 

in accordance with a percentage of the amount of tax withheld under 
section 3402 of the Internal Revenue Code of 1954 or comparable provision 
in effect at the time with respect to the withholding of United States income 
tax, such percentage to be included in regulations; or 

by such other method as may be prescribed in regulations. 

(1) If wages are paid with respect to a period which is not a payroll period, 
the amount to be deducted and withheld shall be that applicable in the case of a 
miscellaneous payroll period containing a number of days, including Sundays 
and holidays, equal to the number of days in the period with respect to which 
such wages are paid. 

(2) In any case in which wages are paid by an employer without regard to 
any payroll period or other period, the amount to be deducted and withheld 
shall be that applicable in the case of a miscellaneous payroll period containing 
a number of days equal to the number of days (including Sundays and holidays) 
which have elapsed since the date of the last payment of such wages by such 
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mployer during the calendar year, or the date of commencement of employment 

vith such employer during such year, or January 1 of such vear, whichever is 
the later. 

“(3) In determining the amount to be deducted and withheld under this 
section the wages may, at the election of the employer, be computed to the 
earest dollar. 

(4) The Commissioners may, be regulations, authorize emplovers 

(A) to estimate the wages which will be paid to any employee in any 
quarter of the calendar year; 

(B) to determine the amount to be deducted and withheld upon each 
payment of wages to such employee during such quarter as if the appropriate 
average of the wages so estimated constituted the actual wages paid; and 

“(C) to deduct and withhold upon any payment of wages to such em- 
ployee during such quarter such amount as may be necessary to adjust the 
amount actually deducted and withheld upon the wages of such employee 
during such quarter to the amount that would be required to be deducted 
and withheld during such quarter if the payroll period of the employee were 
quarterly. 

(5) The Commissioners are authorized to provide by regulation, under sucl 
conditions and to such extent as they deem proper, for withholding in additio 
to that otherwise required under this section in eases in which the employer and 
the employee agree to such additional withholding. Such additional with- 
holding shall for all purposes be considered the tax required to be deducted and 
withheld under this section. 

“(¢) OVERLAPPING Pay Preriops.—If payment of wages is made to an emplove: 
by an employer 

“(1) with respect to a payroll period or other period, any part of which is 
included in a payroll period or other period with respect to which wages 
are also paid to such employee by such employer; 

(2) without regard to any payroll period or other period, but on or prior 
to the expiration of a payroll period or other period with respect to which 
wages are also paid to such employee by such employer; 

“(3) with respect to a period beginning in one and ending in another 
calendar year; or 

‘(4) through an agent, fiduciary, or other person who also has the control 
receipt, custody, or disposal of, or pays the wages payable by an other em 
ployer to such employee, the manner of withholding and the amount to be 
deducted and withheld under this section shall be determined in accordance 
with regulations promulgated by the Commissioners under which the with- 
holding exemption allowed to the employee in any calendar year shall approx- 
imate the withholding exemption allowable with respect to an annual payroll 
period. 

(d) INcLUDED AND Exciupgep WaGes.—lIf the remuneration paid by an em 
ployer to an employee for services performed during one-half or more of any pay 
roll period of not more than thirty-one consecutive days constitutes wages, all the 
remuneration paid by such employer to such employee for such period shall bs 
deemed to be wages; but if the remuneration paid by an employer to an employee 
for services performed during more than one-half of any such payroll period does 
not constitute wages, then none of the remuneration paid by such employer to 
such employee for such period shall be deemed to be wages. 

“(e) WirHHOLDING ExEMpTiIoNns.—(1) An employee receiving wages shall o1 
any day be entitled to the withholding exemptions allowed under this article 

2) Every employee shall, on or before October 1, 1956, or before the date of 
commencement of employment, whichever is later, furnish his employer with 
a signed withholding exemption certificate relating to the withholding exemptions 
which he claims, which in no event shall exceed the number to which he is entitled 

(3) Withholding exemption certificates shall take effect as of the beginning 
of the first payroll period ending, or the first payment of wages made without 
regard to a payroll period, on or after the date on which such certificate is so fur- 
nished: Provided, That certificates furnished before October 1, 1956, shall be 
considered as furnished on that date. 

(4) A withholding exemption certificate which takes effeet under this section 
shall continue in effect with respect to the employer until another such certificate 
takes effect under this section. If a withholding exemption certificate is furnished 
to take the place of an existing certificate, the employer, at his option, may con- 
tinue the old certificate in force with respect to all wages paid on or before the 
first status determination date, January | or July | of each vear, which occurs at 
least thirty days after the date on which such new certificate is furnished 
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5) If, on any day during the calendar year, the withholding exemptions to 
which the employee may reasonably be expected to be entitled at the beginning 
of his next taxable year is different from the exemptions to which the employee 
is entitled on such day, the employee shall in such cases and at such times as the 
Commissioners may prescribe, furnish the employer with a withholding exemption 
certificate relating to the exemptions which he claims with respect to such next 
taxable year, which shall in no event exceed the exemptions to which he may 
reasonably be expected to be so entitled. Exemption certificates issued pursuant 
to this subsection shall not take effect with respect to any payment of wages 
made in the calendar vear in which the certificate is furnished. 

(6) If, on any day during the calendar year, the withholding exemptions to 
which the employee is entitled is less than the withholding exemptions claimed by 
the employee on the withholding exemption certificate then in effect with respect 
to him, the employee shall, within ten days thereafter, furnish the employer with 
a new withholding exemption certificate relating to the withholding exemptions 
which the employee then claims, which shall in no event exceed the exemptions to 
which he is entitled on such day If, on any day during the calendar year, the 
withholding exemptions to which the employee is entitled is greater than the 
withholding exemptions claimed, the employee may furnish the employer with a 
new withholding exemption certificate relating to the withholding exemptions 
which the employee then claims, which shall in no event exceed the exemptions 
to which he is entitled on such day 

7) Withholding exemption certificates shall be in such form and contain such 
information as the Commissioners may by regulations prescribe. 

““(f) FaArLURE To WITHHOLD oR Pay Amounts WITHHELD.—(1) Every employer 
who fails to withhold or pay to the Collector any sums required by this section to 
be withheld and paid, shall be personally and individually liable therefor to the 
District of Columbia; and any sum or sums withheld in accordance witb the 
provisions of this section shall be deemed to be, and shall be, held in trust by the 
employer for the District of Columbia 

(2) The District of Columbia shall have a lien upon all the property of any 
employer who fails to withhold or pay over to the Collector sums required to be 
withheld under this section. If the employer withholds but fails to pay over the 
amounts withheld to the Collector the lien shall accrue on the date the amounts 
were withheld. If the employer fails to withhold, the lien shall accrue at the 
time the liability of the employer became fixed. 

‘“(g) STaTEMENT To Be FuRNISHED EmMPLOYEE.—(1) Every person required to 
deduct and withhold from an employee a tax under this section, or who would 
have been required to deduct and withhold a tax under this section if the employee 
had claimed no more than one withholding exemption, shall furnish to each such 
2mployee in respect to the wages paid by such person to such employee during 
the calendar year, on or before January 31 of the succeeding year, or, if his em- 
ployment is terminated before the close of such calendar year, on the day on 
which the last payment of wages is made, a written statement showing the 
following: 

*‘(A) The name and address of such person; 

*‘(B) The name and address of the employee and his social security account 
number; 

“(C) The total amount of wages as defined in this article; and 

““(D) The total amount deducted and withheld as tax under this section. 

“The statement required to be furnished by this subsection in respect of any 
wages shall be furnished at such other times, shall contain such other information, 
and shall be in such form, as the Commissioners may be regulation prescribe. A 
duplicate of the employer became fixed. 

“(g) SrareMENT To Ber FuRNISHED EmMpLoyEE.—(1) Every person required 
to deduct and withhold from an employee a tax under this section, or who would 
have been required to deduct and withhold a tax under this section if the employee 
had claimed no more than one withholding exemption, shall furnish to each 
such employee in respect to the wages paid by such person to such employee 
during the calendar year, on or before January 31 of the succeeding year, or, if 
his employment is terminated before the close of such calendar year, on the day on 
which the last payment of wages is made, a written statement showing 
the following: 

**(A) The name and address of such person; 

“(B) The name and address of the employee and his social security account 
number; 

*“(C) The total amount of wages as defined in this article; and 
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D) The total amount deducted and withheld as tax under this section. 

“The statement required to be furnished by this subsection in respect of an) 
vages shall be furnished at such other times, shall contain such other informati: 
and shall be in such form, as the Commissioners may by regulation presecrib« 
A duplicate of such siatement if made and filed in accordance with regulation 
prescribed by the Commissioners shall constitute the return required to be madi 
in respect to such wages. 

2) The Commissioners may promulgate regulations providing for rea 
extensions of time, not in excess of thirty days, to employers required to furnish 
statements under this subsection. 

h) Liaspiuiry For Tax WiTrHHELD.—An employer shall be liable fo 
payment of tax required to be deducted and withheld under this section to 
Collector and shall not be liable to any other person for the amount of a 


payment. 





TABLES AND PERCENTAGEsS.— The income tax required to be withheld 
nder this section shall be determined as prescribed in subsection (b) of tl 
section. 
j) DecLARATIONS, REQUIREMENTS, TIME FOR FiLinc.— (1) Every perso1 


residing or domiciled in the District at the times prescribed in paragraph (4) of 
this subsection shall, at such times, make a declaration of his estimated tax fo1 
the taxable year if his gross income from sources other than wages can reasonably 
be expected to exceed $1,000 for the taxable year, or if he receives taxable incom: 
in excess of $1,000 which is not subject to the withholding provisions of this article 
This requirement shall not apply to any elective officer of the Government of the 
United States or any employee on the staff of an elected officer in the legislative 
branch of the Government of the United States if such employee is a bona fid« 
resident of the State of residence of such elected officer, or any officer of the execu- 
tive branch of such Government whose appointment to the office held by him was 
by the President of the United States and subject to confirmation by the Senate 
of the United States and whose tenure of office is at the pleasure of the President 
of the United States, unless such officers are domiciled within the District on the 
last day of the taxable year. Under this article, a declaration of estimated tax 
shall be considered a return of income. 

(2) In the declaration required under paragraph (1) of this subsection, the 
individual shall state 

““(A) the amount which he estimates as the amount of income tax due under 
this article for the taxable year; 

““(B) the amount which he estimates as the credit for tax withheld for the 
taxable year under this article; 

“(C) the excess of the amount estimated under subparagraph (A) over the 
amount estimated under subparagraph (B), which excess for purposes of this 
section shall be considered the estimated tax for the taxable year; and 

“(D) such other information as may be prescribed in regulations promul] 
gated by the Commissioners. 

‘(3) Jomnr DecLARATION BY HUSBAND AND Wire.—In the case of a husband 
and wife, a single declaration under this section may be made by them jointly, in 
which case the liability with respect to the estimated tax shall be joint and several. 
No joint declaration may be made if the husband and wife are separated under a 
decree of divorce or of separate maintenance, or if they have different taxable 
years. Ifa joint declaration is made but a joint return is not made for the taxable 
vear, the estimated tax for such year may be treated as the estimated tax of either 
husband or wife, or may be divided by them. 

“‘(4) The declaration required under paragraph (1) of this subsection shall be 
filed with the Assessor on or before April 15 of the taxable year, except that if the 
requirements of paragraph (1) of this subsection are first met— 

““(A) after April 1 and before July 2 of the taxable year, the declaration 
shall be filed on or before July 15 of the taxable year; 

“(B) after July 1 and before October 2 of the taxable year, the declaration 
shall be filed on or before October 15 of the taxable year; or 

““(C) after October 1 of the taxable year, the declaration shall be filed on or 
before January 15 of the succeeding taxable year: Provided, That the declara- 
tion required to be filed during 1956 may be filed not later than October 15, 
1956, if the requirements of subsection (1) of this subsection are fulfilled at 
any time prior to October 1, 1956. 

““(5) An individual may make amendments of a declaration filed during the 
taxable year under this subsection, under regulations prescribed by the Com- 
missioners. 
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‘(6) If on or before January 15 of the succeeding taxable year the taxpayer 
files a return for the taxable year for which the declaration is required and pays 
in full the amount computed on the return as payable, then under regulations 
prescribed by the Commissioners 

‘““(A) if the declaration is not required to be filed during the taxable year 
but is required to be filed on or before such January 15, such return shall, fe 
the purposes of this section, be considered as such declaration; and 

“(B) If the tax shown on the return, reduced by the credits under this 
article, is greater than the estimated tax shown in a declaration previously 
made or, in the last amendment thereof, such return shall, for the purposes 
of this section, be considered as the amendment of the declaration permitted 
by this subsection to be filed on or before such January 15. 

(7) The Commissioners may promulgate regulations governing reasonable 
extensions of time for filing declarations and paying the estimated tax. Except 
in the case of taxpayers who are abroad, no such extensions shall be for more 
than six months. 

“(8) If the taxpayer is unable to make his own declaration, the declaration 
shall be made by a duly authorized agent or by the guardian or other person 
charged with the care of the person or property of such taxpayer. 

‘““(9) The provisions of section 4 of title V of this article shall apply to a declara- 
tion of estimated tax. 

(10) Payment of the estimated tax, or any installment thereof, shall be 
considered payment on account of the tax for the taxable year. 

“(k) Retrer From One-Hautr or Income Tax LIABILITY FOR THE FIRs1 
TAXABLE YEAR UNpvER WItHHOLDING.—One-half of the liability for the income 
tax imposed by this Act for the calendar year 1956, or the fiscal year of a taxpayer 
beginning during such calendar year, upon any resident of the District (other than 
fiduciaries) shall be discharged. The remainder of the total amount of the income 
tax due as shown on the taxpayer’s return shall be paid to the collector on the 
15th of April, 1957, or if the return be made on the basis of a fiscal year the re- 
mainder of the total amount of such tax shall be paid on the fifteenth day of the 
fourth month following the close of the fiscal year. 

“(1) WiraHotpinc or Income Tax AND PAYMENT OVER TO COLLECTOR BY 
THE Unitep States.—(1) The Secretary of the Treasury of the United States, 
pursuant to regulations promulgated by the President, is authorized and directed 
to enter into an agreement with the Commissioners, within one hundred and 
twenty days of the request for agreement from the Commissioners. Such agree- 
ment shall provide that the head of each department or agency of the United 
States shall comply with the requirements of this article in the case of employees 
of such agency or department who are subject to income taxes imposed by this 
article, and whose regular place of employment is within the District of Columbia. 
No such agreement shall apply with respect to compensation for service as a 
member of the Armed Forces of the United States, or with respect to compensation 
of an employee who is not a resident of the District of Columbia as defined in 
this article. 

‘““(2) Nothing in this subsection shall be deemed to consent to the applicability 
of any provision of law which has the effect of imposing more burdensome require- 
ments upon the United States than it imposes upon other employers, or which has 
the effect of subjecting the United States or any of its officers or employees to any 
penalty or liability by reason of the provisions of this subsection.”’ 

Sec. 10. Section 11 of title XII of said Act, as amended (sec. 47—1586j, D. C. 
Code, 1951), is further amended (a) by inserting ‘‘(a)’’ after “Sec. 11.’’, (b) by 
changing the first sentence to read as follows: ‘““Except as to any deficiency taxes 
assessed under the provisions of section 5 of this title, where there has been an 
overpayment of any tax imposed by this article, the amount of such overpayment 
may be credited against any liability in respect of any income or franchise tax or 
installment thereof (whether such tax was assessed as a deficiency or otherwise), 
on the part of the person who made the overpayment, and the balance shall be 
refunded to such person’’, (c) by striking ‘4 per centum per annum” from the 
proviso in said section and inserting in lieu thereof ‘‘one-third of 1 per centum per 
month or portion of a month’’, and (d) by adding thereto the following: 

“(b) Rerunp To EmpLoyer.—(1) Where there has been an overpayment of 
tax under section 8, title XII of this article, refund or credit shall be made to the 
emplover only to the extent that the amount of such overpayment was not de- 
ducted and withheld under section 8, title XII of this article by the employer. 

(2) Unless written application for refund or credit is received by the Assessor 
from the employer within three years from the date the overpayment was made, 
no refund or credit shall be allowed 
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c) REFUND OF OVERPAYMENT OF Tax WITHHELD 1) Where the amount 
if the tax withheld at the source under section 8, title XII of this article exceeds 
the taxes imposed by this article against which the tax so withheld may be credited 
inder this section, the amount of such excess shall be considered an overpayment; 
Provided, That, any other provision of law notwithstanding, interest on any over- 
pavment of taxes collected under the withholding provisions of this article and 
inder any declaration of estimated tax shall not begin to accrue until ninety days 
after the overpayment is made or after the date of filing of a final return, whichever 
is later. 

‘(2) PRESUMPTION AS TO DATE OF PAYMENT.—For the purposes of this section, 
any tax actually deducted and withheld at the source during any calendar year 
inder this article shall, in respect of the recipient of the income, be deemed to have 
been paid on the fifteenth day of the fourth month following the close of the 
taxable year with respect to which such tax is allowable as a credit under this 
article. For the purpose of this section, any amount paid prior to the fifteenth day 
of the fourth month following the close of the taxable year as estimated tax for 
such taxable year shall be deemed to have been paid on the fifteenth day of the 
fourth month following the close of such taxable vear. 

(3) Authority to refund overpayments of taxes collected pursuant to section 
8 of this title is vested in the Commissioners or their duly authorized representa- 
tives. Such refunds shall be made from moneys paid pursuant to the provisions 
of section 8 of this title and retained in a special account in the Treasury of the 
United States. The total amount so retained shall not exceed $500,000 at any 
one time. Any excess in such special account not required for refunding over- 
payments collected pursuant to section 8 of this title at any time, as determined 
by the Assessor, shall be transferred to the general fund of the District.” 

Sec. 11. Section 1 of title XIII of said Act (sec. 47-1589, D. C. Code, 1951 
is amended to read as follows: 

“Sec. 1. (a) Farture To Fite Return.—lIn case of any failure to make 
and file a return required by this article, within the time prescribed by law or 
prescribed by the Commissioners or Assessor in pursuance of law, 5 per centum 
of the tax shall be added to the tax for each month or fraction thereof that such 
failure continues, not to exceed 25 per centum in the aggregate, except that when 
a return is filed after such time and it is shown that the failure to file it was due 
to reasonable cause and not due to willful neglect, no such addition shall be made 
to the tax. With respect to declarations of estimated tax, for the purposes of 
this subsection, the amount and due date of each installment shall be the same as 
if a declaration had been filed within the time prescribed showing an estimated 
tax equal to the correct tax reduced by the amount of credit for tax withheld. 

“(b) FarturE To Fite EmpLoyer’s QUARTERLY RetTuRN.—Any employer 
required to withhold taxes on wages and make quarterly returns to the Assessor 
and to make payment of amounts withheld to the Collector who fails to withhold 
such taxes, or to make such returns, or who fails to remit amounts collected to 
the Collector, shall be subject to a civil penalty (in addition to criminal penalties 
provided for in this article) equal to 25 per centum of the amount of taxes that 
should have been properly withheld and paid over to the Collector for each such 
failure. Such penalty shall be assessed by the Assessor and collected by the 
Collector. 

‘“(¢) UNDERESTIMATE OF TAX BY ReEsIDENTs.—If 80 per centum of the tax, 
determined without regard to the amount of credit for tax withheld, exceeds the 
estimated tax, increased by such credit, there shall be added to the tax an amount 
equal to such excess, or equal to 6 per centum of the amount by which such tax 
so determined exceeds the estimated tax so increased, whichever is the lesser. 
This subsection shall not apply to the taxable year in which falls the death of the 
taxpayer, nor shall it apply to the taxable year in which the taxpayer makes a 
timely payment or April 15, July 15, and October 15, of such year, and January 
15 of the succeeding year, and making payment in an amount at least as great 
as though computed on the basis of the facts shown on his return for the preceding 
taxable year. 

‘“(d) COLLECTION oF PENALTIES ADDED To Tax.—The amount added to any 
tax under this section shall be collected at the same time and in the same manner 
and as a part of the tax unless the tax has been paid before the discovery of the 
neglect, in which case the amount so added shall be assessed and collected.”’ 

Sec. 12. Paragraphs (a) and (b) of section 2, paragraphs (a) and (b) of section 
1, and section 5 of title XIII of said Act (sec. 47-1589, D. C. Code, 1951) are 
amended by striking therefrom ‘6 per centum per annum’’ and inserting in lieu 
thereof ‘“‘one-half of 1 per ceatum per month or portion of a month” 
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Sec. 13. The provisions of this title shall be applicable to taxable years begin- 
ning after December 31, 1955. 


TITLE Il—AMENDMENTS TO DISTRICT OF COLUMBIA SALES TAX 
ACT AND DISTRICT OF COLUMBIA USE TAX ACT 


Sec. 201. Subsection (a) (6) of section 114 of the District of Columbia Sales 
Tax Act (63 Stat. 112, ch. 146), as amended (paragraph 14 (a) (6) of sec. 47-2601, 
D. C. Code, 1951), is amended to read as follows: 

‘‘(6) The sale of charges for possession or use of any article of tangible personal 
property granted under a lease or contract, regardless of the length of time of 
such lease or contract or whether such lease or contract is oral or written; in such 
event, for the purposes of this title, such lease or contract shall be considered the 
sale of such article and the tax shall be computed and paid by the vendor upon 
the rental paid.”’ 

Src. 202. Subsection (a) of section 114 of said Act (sec. 47-2601, D. C. Code, 
1951) is amended by adding thereto the following paragraph ‘‘(7)’’: 

‘‘(7) The sale or charges to subscribers for local telephone service. The term 
‘local telephone service’ shall be construed in the same manner and to the same 
extent as such term is construed under section 4252 of the Internal Revenue Code 
of 1954 and regulations relating thereto, at the time of the enactment of these 
amendments to the District of Columbia Sales Tax Act. The exemptions author- 
ized in subsections (a), (b), (ec) and (m) of section 128 of the District of Columbia 
Sales Tax Act shall not apply to local telephone service, and in lieu thereof the 
same exemptions and exclusions shall be applicable as are, at the time of the enact- 
ment of these amendments to the District of Columbia Sales Tax Act, applicable 
with respect to the tax on local telephone service imposed by section 4251 of the 
Internal Revenue Code of 1954. The repeal or amendment of the Federal tax on 
local telephone service referred to herein shall not in any way be construed as 
repealing or amending the tax on local telephone services under the District of 
Columbia Sales Tax Act.”’ 

Sec. 203. Subsection (b) (2) of section 114 of said Act (paragraph 14 (b) (2 
of sec. 47-2601, D. C. Code, 1951) is amended to read as follows: 

(2) Sales of transportation services and communication services other than 
sales of local telephone service as provided in this title.” 

Sec. 204. Subsection (b) of section 114 of said Act (paragraph 14 (b) of sec. 
47-2601, D. C. Code, 1951) is further amended by adding thereto the following 
paragraph ‘(5)’: 

““(5) Sales of local telephone service rendered by means of a coin-operated 
telephone available to the public: Provided, however, That where coin-operated 
telephone service is furnished a subscriber for a guaranteed amount such service 
shall be deemed a retail sale to the extent of such guaranteed amount.”’ 

Sec. 205. Subsection (a) of section 116 of said Act (paragraph 16 (a) of sec. 
17-2601, D. C. Code, 1951) is amended by adding thereto the following paragraph 
6(4)?" 2 

‘*(4) Amounts charged for any cover, minimum, entertainment, or other service 
in hotels, restaurants, cafes, bars, and other establishments where meals, food, or 
drink, or other like tangible personal property is furnished for a consideration.”’ 

Sec. 206. Subsection (b) of section 116 of said Act (paragraph 16 (b) of sec. 
47-2601, D. C. Code, 1951) is amended by adding thereto the following par- 
agraph ‘‘(6)’’: 

**(6) Amounts charged for the installation of instruments, wires, poles, switch- 
boards, apparatus, and equipment in connection with local telephone service.” 

Sec. 207. Section 117 of said Act (paragraph 17 of sec. 47-2601, D. C. Code, 
1951) is amended to read as follows: 

“‘Sec. 117. ‘Sale’ and ‘selling’ mean any transaction whereby title or possession, 
or both, of tangible personal property is or is to be transferred by any means 
whatsoever, including rental, lease, license, or right to reproduce or use, for a 
consideration, by a vendor to a purchaser, or any transaction whereby services 
subject to tax under this title are rendered for consideration or are sold to any 
purchaser by any vendor, and shall include, but not be limited to, any ‘sale at 
retail’ as defined in this title. Such consideration may be either in the form of 
a@ price in money, rights, or property, or by exchange or barter, and may be 
payable immediately, in the future, or by installments.” 

Sec. 208. Subsection (d) (2) of section 128 of said Act (par. (d) (2) of sec. 
47-2605, D. C. Code, 1951) is repealed. 
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Src. 209. Subsection (a 1) of section 201 of the District of Columbia U 

ax Act (63 Stat. 124, ch. 146), as amended (par. 1 (a) (4) of see. 47-2701, D. C 
Code, 1951), is amended to read as follows: 

‘‘(4) The sale or charges for possession or use of any article of tangible personal 


property granted under a lease or contract, regardless of the length of time of such 
ase or contract or whether such lease or contract is oral or written: in such ever 


for the purposes of this title, such lease or contract shall be considered the sale of 


such article and the tax shall be computed and paid by the vendor upon the rental 
paid.” 
Sec. 210. The provisions of this title shall become effective on the f 


e first month succeeding the sixtieth day after the approval of this Ac 


+t clay 


rITLE I1I—AMENDMENTS TO THE DISTRICT OF COLUMBIA ALCO- 
HOLIC BEVERAGE CONTROL ACT 


Sec. 301. Subsection (a) of section 23 of the District of Columbia Alcoho 
Beverage Control Act, approved January 24, 1934 (48 Stat. 319, 332, « t 
amended (sec. 25-124, D. C. Code, 1951 edition), is further amended to read 
follows: 

“Sec, 23. (a) There shall be levied, collected, and paid on all of the follow 
named beverages manufactured by a holder of a manufacturer’s license and o1 
of the said beverages imported or brought into the District by a holder of a whol 
saler’s license, except beverages as may be sold to a dealer licensed under the laws 
of any State or Territory of the United States and not licensed under this Act 
and on all beverages imported or brought into the District by a holder of a retailer’s 
license, a tax at the following rates to be paid by the licensee in the manner her 
inafter provided: (1) a tax of 20 cents on every wine-gallon of wine containing 
14 per centum or less of alcohol by volume, and a proportionate tax at a like rat« 
on all fractional parts of such gallon; (2) a tax of 45 cents on every wine-gallon of 
wine containing more than 14 per centum of alcohol by volume, and champagne, 
sparkling wine and any wine artificially carbonated, and a proportionate tax at a 
like rate on all fractional parts of such gallon; (3) a tax of $1.25 on every wine 
gallon of spirits and a proportionate tax at a like rate on all fractional parts of suc! 
gallon; (4) and a tax of $1.25 on every wine gallon of alcohol and a proportionate 
tax at a like rate on all fractional parts of such gallon.” 

Sec. 302. Said section 23 is further amended as follows: (a) By changing the 
second sentence of subsection (e) of said section to read: ‘‘Upon taxable beverag: 
imported or brought into the District of Columbia by any wholesaler licensed 
under this Act, the stamps required by this Act shall be affixed before the removal 
of the beverage from the place of business or warehouse of the said wholesaler for 
delivery to a purchaser.” 

b) By striking from the last sentence of subsection (k) of said section the words 
and nontaxable light wines’’. 

Sec. 3. Within ten days after the effective date of this title, every holder of a 
retailer’s license under said District of Columbia Alcoholic Beverage Control Act 
shall file with the Aleoholic Beverage Control Board a sworn statement on a form 
to be prescribed by the Commissioners showing the number of each kind and de- 
nomination of stamps denoting the payment of beverage taxes held or possessed 
by such licensee or anyone for him on the day on which this title becomes effective, 
or on the following day if the effective date be a Sunday, other than stamps affixed 
to the containers of beverages manufactured in or imported into the District prior 
to the effective date of this title, and shall, within fifteen days after the effective 
date of this title, pay to the Collector of Taxes, the difference between the amount 
of tax represented by such stamps at the time of purchase from the Collector of 
Taxes and the amount of tax imposed by the Alcoholic Beverage Control Act as 
amended by this title, represented by such stamps. 

Sec. 304. Within ten days after the effective date of this title, every holder of a 
manufacturer’s license, class A, and every holder of a wholesaler’s license under 
the District of Columbia Alcoholic Beverage Control Act shall file with the 
Alcoholic Beverage Control Board, a sworn statement on a form prescribed by the 
Commissioners showing the amount and kind of al! beverages, except (1) beer, 
2) wine containing 14 per centum or less of alcohol by volume other than cham- 
pagne, sparkling wine and wine artificially carbonated, and (3) beverages upon 
which required stamps have been affixed, held, or possessed by him in the District 
at the beginning of the day this title becomes effective and shall state the number 
of each kind and denomination of stamps necessary for the stamping of such bever- 
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ages so held or possessed. Every such licensee, within ten days after the effective 
date of this title, shall also file with the Alcoholic Beverage Control Board a sworn 
statement on a form to be prescribed by the Commissioners showing the number of 
each kind and denomination of stamps denoting the payment of beverage taxes 
(other than stamps denoting the payment of beverage taxes on alcohol and other 
than stamps affixed to the containers of beverages manufactured in or imported 
into the District prior to the effective date of this title) held or possessed by such 
licensee or anyone for him at the beginning of the day on whceih title becomes 
effective. Every-such licensee shall within fifteen days after the effective date of 
this title pay to the Collector of Taxes for all stamps not necessary for the stamping 
of beverages shown on the sworn statement hereinbefore required to be filed with 
the Aleoholic Beverage Control Board the difference between the amount of tax 
represented by such stamps at the time of purchase from the Collector of Taxes 
and the amount of tax imposed by the Alcoholic Beverage Control Act, as amended 
by this title, represented by such stamps. Should the number of any kind of 
denomination of stamps so held by a licensee be less than the number necessary 
for the stamping of the beverages shown on said sworn statement, the Collector 
of Taxes is authorized and directed to sell to such licensee, at the rates prescribed 
for such stamps prior to the effective date of this title, such stamps as may be 
necessary for the stamping of such beverages. In the event any of the beverages 
shown on said sworn statement are sold to a dealer licensed under the laws of any 
State or Territory of the United States and not licensed under the Alcoholic 
3everage Control Act, such sale shall, within ten days thereafter, be reported to 
the Alcoholic Beverage Control Board and within said ten days such licensee shall 
pay to the Collector of Taxes on all stamps held by him for the stamping of such 
beverages the difference between the amount of tax represented by such stamps 
at the time of purchase from the Collector of Taxes and the amount of tax imposed 
by the Aleoho'ic Beverage Control Act, as amended by this title, represented by 
such stamps. 

Sec. 305. Subsection (a) of section 40 of said? Act, as amended (sec, 25-138, 
D. C. Code, 1951), is hereby further amended by striking out “$1.25” and insert- 
ing in lieu thereof $3.00” 

Sec. 306. Every holeer of a manufacturer’s, wholesaler’s, or retailer’s license 
under said District of Columbia Alcoholic Beverage Control Act shall keep and 
preserve for a period of six months after the effective cate of this title the in- 
ventories or other recorcs mace which form the basis for the information furnished 
on the sworn statements required to be filed under this title. 

Sec. 307. Any violation of the provisions of this title shall constitute a violation 
under the District of Columbia Alcoholic Beverage Control Act and regulations 
promulgated pursuant thereto. 

Src. 308. The provisions of this title shall become effective on the first Cay of 
the first month sueceecing the thirtieth day after approval of this Act. 


TITLE IV—FEDERAL PAYMENT 


Section 2 of Article VI of the District of Columbia Revenue Act of 1947 (61 
Stat. 361), as added by title VII of the District of Columbia Public Works Act 
of 1954 (68 Stat. 101, 113, ch. 218), is amended to read as follows: 

“Sec, 2. (a) There are hereby authorized to be appropriated, m addition to 
the sums appropriated under section 1 of this article, as annual payments by the 
United States toward defraving the expenses of the Government of the District 
of Columbia, the sum of $9,000,000 for each of the fiseal vears 1955 and 1956, 
and the sum of $11,090,000 for the fiscal year 1957, and for each fiscal year 
thereafter: Provided, That so much of the aggrerate annual pavments bv the 
United States appropriated wnder this article to the credit of the General Fund 
as is in excess of $13,000,000 for each of the fiscal vears 1955 and 1956, and 
$15,000,000 for the fiscal vear 1957 and subsequent fiscal years shall be available 
for capital outlay only, and then on a cumulative total basis only to the extent 
of not more than 50 per centum of the cumulative total of capital outlay appro- 
priations payable from such General Fund which becomes available for expenditure 
on and after Julv 1, 1954. 

“(b) Tf in anv fiscal vear or years a deficienev exists between the amount 
appropriated and the amount authorized by this article to be appropriated, 
additional appropriations are hereby authorized for subsequent fiscal years to 
pav such deficiency or deficiencies. 

““(e) The pavments authorized by this section shall be credited to the General 
Fund of the District of Columbia.”’ 








PROVIDE REVENUE FOR D. C. AND OTHER PURPOSES 13 


TITLE V—TAX ON ADMISSIONS 


Sec. 501. Tax a) There shall be imposed, collected, and paid a tax of 1 

t for each 50 cents or fraction thereof of the amount paid for admission 

nv place in the District of Col mbia, ineliding admission by season ticket or 

ibseription. 

b) The term “admission” as used in this title includes- 

(1) seats and tables, reserv -d or otherwise, and other similar accommoda- 
tions, and charges made therefor; 

(2) admissions to definite places and locations at which amusement, 
entertainment or recreation is provided, including free or complimentary 
passes, tickets or any other manner in which the right or privilege to enter 
a place may be given; 

3) season or subscription tickets as well as single admissions; 

(4) admission to motion-picture shows, operas, concerts, athletic events, 
games of amusement, circuses, carnivals, side shows, chautauquas, lectures, 
exhibitions, displays or charges for participation in such activities as golf, 
tennis, swimming, skating, pool, billiards, bowling, dancing, and all such 
other amusements, entertainment, or recreation; 

The term ‘‘admission” as used in this title does not include 

1) regular dues which entitle a person to usual club or similar organiza- 
tion privileges, even though one of the privileges is the right to participate 
in amusement, entertainment or recreation for which no charge in addition 
to the regular dues is made; Provided, That where the chief or sole privilege 
of the membership is a right of admission to specified performances or to 
some place on a definite number of occasions, the right to such admission is 
taxable; 

(2) cover or entertainment charges by hotels, restaurants, and similar 
places when such charges are subject to the District of Columbia sales tax. 

d) The tax imposed by this title shall be based upon the price or value of 
admission exclusive of the amount of Federal taxes, if any, imposed upon said 
admission. 

e) The tax imposed by this title shall be paid by the person paving for such 
admission. 

Sec. 502. Rerurns.—(a) A return shall be made for every place in the District 
of Columbia admission to which is taxable under this title. Such return shall be 
in such form and contain such information as the Commissioners of the District 
of Columbia shall, by regulation, preseribe, and shall contain, or be verified by, 
a written declaration that it is made under the penalties of perjury. 

(b) The returns required under this section shall be made at such times as the 
Commissioners of the District of Columbia may, be regulation, prescribe. 

(ec) The returns provided for in this section shall be filed with the Assessor of 
the District of Columbia. 

Sec. 503. Tickets AND MECHANICAL REGISTERING Devices.—Every place 
admission to which is taxable must provide either 

(a) tickets or cards of admission to evidence all admissions which are 
subject to tax; or 

(b) a mechanical device or other method which will register or show the 
number of persons entering the place. 

Sec. 504. Payment or Tax to District or CoLumBia.—(a) The owner, 
manager or operator of every place in the District of Columbia admission to 
which is taxable under this title shall register with the Assessor of the District 
of Columbia the name and address of such place and the name of the person desig- 
nated by him to collect, return and deliver to the District of Columbia the tax 
imposed by this title. 

b) Every person receiving any payments for admissions subject to the tax 
imposed by this title shall collect the amount of such tax from the person making 
such payments. 

(c) The taxes collected uncer subsection (b) shall pe paid to the Collector of 
Taxes of the District of Columbia by the person designated by the owners or 
managers of such places under section 4 (a) of this title. 

(d) The tax shall, without notice from the Collector of Taxes, District of Colum- 
bia, be due and payanle to the Collector of Taxes, District of Columpia, at the 
time fixed for filing the return. 

Sec. 505. Appition To Tax 1N Case OF NONPAYMENT.—If the tax is not paid 
to the Collector of Taxes, District of Columbia, when due, interest shall be paid at 
the rate of one-half of 1 per centum per month, or fraction of a month, from the 
time when the tax became due until paid. The Assessor of the District of 
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Columbia, if satisfied that the delay was excusable, may waive all or any part of 
such interest. ; 

Sec. 506. PENALTIEs.—(a) Any person required to file a return or report or 
perform any act under the provisions of this title who shall fail or neglect to file 
such return or report or perform such act within the time required shall, upon 
conviction thereof, be fined not more than $300 for each and every failure or 
neglect. The penalty provided herein shall be in addition to the other penalties 
provided in this title 

(b) Any person required to file a return or report or perform any act under th« 
provisions of this title who willfully fails or refuses to file such return or report or 
perform sucb act within the time required shall, upon conviction thereof, be fined 
not more than $5,000 or imprisoned for not more than one year, or both. The 
penalty provided herein shall be in addition to the other penalties provided in 
this title, 

ec) Any person who willfully fails to pay, collect, or truthfully account for and 
pay over, any tax imposed by this title, or willfully attempts in any manner to 
evade or defeat any such tax or the payment thereof, shall, in addition to other 
penalties provided by law, be liable to a penalty of the amount of the tax evaded 
or not paid, collected, or accounted for and paid over, to be imposed and collected 
in the same manner as personal property taxes are collected. 

(d) The term ‘“‘person” as used in this title includes an individual, partnership, 
society, club, association, joint-stock company, corporation, estate, receiver, 
trustee, assignee, or referee, and any person acting in fiduciary or representative 
capacity, including owner and manager, whether appointed by a court or otherwise, 
and any combination of individuals acting as a unit. 

e) All prosecutions under this title shall be brought in the name of the District 
of Columbia in the Municipal Court for the District of Columbia by the Corpora- 
tion Counsel or his assistants. 

Sec. 507. Recorps, STATEMENTS, AND ReEtTURNs.—(a) Every place in the 
District of Columbia admission to which is taxable under this title, and the per- 
sons designated under section 4 (a) of this title, shall keep such records, render 
under oath such statements, make such returns, and comply with such rules and 
regulations, as the Commissioners of the District of Columbia may from time to 
time prescribe. 

(b) The Assessor of the District of Columbia, for the purpose of ascertaining 
the correctness of any return filed as required by this title, or for the purpose of 
making a return where none has been made, is authorized to examine any books, 
papers, records, or memoranda, or any person bearing upon the matters required 
to be included in the return and may summon any person to appear before him 
and produce books, records, papers, or memoranda bearing upon the matters 
required to be included in the return and to give testimony or answer interroga- 
tories under oath respecting the same, and the Assessor, or his duly authorized 
representative, shall have power to administer oaths to such person or persons. 
Such summons may be served by any member of the Metropolitan Police Depart- 
ment. If any person, having been personally summoned, shall neglect or refuse 
to obey the summons issued as herein provided, then in that event the Assessor, 
or the Deputy Assessor, may report that fact to the United States District Court 
for the District of Columbia, or one of the justices thereof, and said court or any 
justice thereof hereby is empowered to compel obedience to said summons to the 
same extent as witnesses may be compelled to obey the subpenas of that court. 
Any person in custody or control of any books, papers, records, or memoranda 
bearing upon the matters required to be included in such returns, who shall refuse 
to permit the examination by the Assessor, or any person designated by him, of 
any such books, papers, records, or memoranda, or who shail obstruct or hinder 
the Assessor, or any person designated by him in the examination of any books, 
papers, records, or memoranda, shall upon conviction thereof be fined not more 
than $500 or imprisoned for not more than six months, or both, for each offense. 

Sec. 508. Recuntations. The Commissioners of the District of Columbia 
are hereby authorized to make and enforce such rules and regulations as may be 
necessary to effect the collection of the tax imposed by this title. 

Sec. 509. ApppaL To THE District or CoLtumBiA Tax Court.—Any person 
aggrieved by any imposition of tax or penalties thereon under the provisions of 
this title may within ninety days from the date of the imposition of the tax or 
penalty appeal to the District of Columbia Tax Court in the same manner and to 
the same extent as set forth in sections 3 and 4 of title LX of ‘‘An Act to amend 
the District of Columbia Revenue Act of 1937, and for other purposes’’, approved 
May 16, 1938, as amended, and as the same may hereafter be amended. 
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Sec. 10. The provisions of this title shall become effective on the first day of 
the second calendar month occurring next after its enactment 


TITLE VI—GENERAL PROVISIONS 


Sec. 601. ReEGuLATIONS.—The Commissioners of the District of Columbia ar 
1uthorized to make rules and regulations to carry out the provisions of this Act. 

Sec. 602. SEPARABILITY CLavsE.—lIf any provision of this Act or the applica- 
on thereof to any person or circumstances is held invalid, the remainder of the 
Act, and the application of such provision to other persons or circumstances, shall 

be affected thereby. 

Sec. 603. Wherever any officer or agency of the District, other than the Com- 

issioners of the District of Columbia, is mentioned in this Act, such officer or 
agency shall be deemed to be the officer or agency so mentioned, or the officer, 
officers, agency or agencies succeeding to the functions of the officer or agenc) 
so mentioned, pursuant to Reorganization Plan Numbered 5 of 1952. 

Chairman Sairu. I think that the best thing for us to do, if it meets 
the approval of the Senator, is to begin with the District Com- 
missioners. 

Senator Braue. | think that will be proper. 

Chairman Smirx. And get their part of the story. I have a lot of 
requests here for ) to be heard on different phases. are 
going to endeavor to hear everybody that wants to be heard, but as 
to the time when we can hear them, that is a matter that we will have 
to leave to the future. We cannot tell you right now. 


So I think we had better proceed with the Commissioners. 


STATEMENT OF SAMUEL SPENCER, COMMISSIONER, DISTRICT 
OF COLUMBIA; ACCOMPANIED BY ENGINEER COMMISSIONER 
BRIG. GEN. THOMAS A. LANE; COMMISSIONER ROBERT E. 
McLAUGHLIN; VERNON E. WEST, CORPORATION COUNSEL; 
GEORGE UPDEGRAFF, ASSISTANT CORPORATION COUNSEL; 
SCHUYLER LOWE, DIRECTOR, DEPARTMENT OF GENERAL AD- 
MINISTRATION; JAMES L. MARTIN, FINANCE OFFICER; AND 
WALTER FOWLER, BUDGET OFFICER 


Mr. Spencer. Mr. Chairman and members of the committee, 
the Commissioners would like to express their appreciation for the 
privilege of appearing before this committee and presenting to you the 
proposed revenue program for the District of Columbia. 

An early solution to our revenue problem is of the utmost importance 
because our present financial situation is such that we have found it 
necessary to defer submission of part of our fiscal year 1957 budget 
until additional revenues are provided. 

The Commissioners therefore especially thank you for holding this 
joint hearing and for having it at an early date in the session. 

In addition to Commissioner Me Laughlin and General Lane, we 
have with us Mr. Lowe, Director of General Administration, Mr. West, 
Corporation Counsel, Mr. Martin, Finance Officer, and Mr. Fowler, 
budget officer, who will be prepared to participate in detailed discus- 
sion when desired by the committee. 

The revenue program proposed by the Commissioners has been 
reviewed by the Bureau of the Budget, which has authorized its sub- 
mission to the Congress. The letter of January 5, 1956, from the 
Commissioners submitting this program to the Honorable Sam Ray- 
burn, Speaker of the U nited States House of Re /presentatives, outlines 
the reasons for our financial plight and also summarizes the proposed 
new revenues; I request that this letter and its enclosures be inserted 
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in the record. And we have copies of that for all members of the 
committee. 

Chairman Situ. That will be done. 

(The documents are as follows:) 


GOVERNMENT OF THE DistrRicr oF COLUMBIA, 
EXECUTIVE OFFICES, 
Washington 4, D. C., January 5, 1956 
Hon. Sam RAYBURN, 
Speaker, House of Representatives, 
Washington 25, D. C. 


Dear Mr. SPEAKER: The Commissioners have the honor to submit herewith a 
draft of a bill to provide revenue for the District of Columbia, and for other 
purposes. 

Such revenue is for the sole purpose of financing District Government activities 
that are supported from the District of Columbia General Fund, which includes 
the cost of police, health, welfare, education, courts, trash and refuse disposal, 
and other general government functions that represent approximately 79 percent 
of our total budget. We are pleased to advise that sufficient revenues are being 
received to support our highway construction, motor vehicle parking, water 
supply and sanitary sewerage programs, which represent the remainder (approxi- 
mately 21 percent) of our annual budget. Therefore our problem as to revenues is 
limited to the District of Columbia General Fund 

The attached financial statement shows that funds required for the current 
fiscal year (1956) for the general fund total $146.4 million, which leaves a deficit 
for the year of $3.2 million. However, $2 million of this deficit is to be sought in 
the form of a restoration of a previous $2 million reduction in the authorized 
Federal payment to the District. This would leave a deficit of $1.2 million for 
the fiscal year 1956 yet to be financed. It will be seen that the pay raises granted 
last summer have increased the budget for fiscal year 1956 by $8.2 million. If 
it were not for these pay raises, the District would have ended this fiscal year wit! 
a surplus of over $5 million 

The total funds required in the general fund for fiscal vear 1957 are $147.6 
million, an increase of $1.2 million over the 1956 figure. However, since we will 
be entering fiscal year 1957 with no surplus the estimated deficit for that vear will 
be $8.9 million, assuming a Federal payment of $20 million. This is little greater 
than the annual cost of the pav raises ($8.2 million) granted to employees in the 
past vear by the Congress. Thus it can be seen that if it were not for the pay 
raises, no additional taxes would be required at this time. 

The Commissioners have given very careful study to the budget for fiscal year 
1957. We have endeavored to make economies in our current operation wherever 
possible while at the same time maintaining services at a level reasonable and 
appropriate to the Capital of our Nation. We have included in the budget addi- 
tional expenditures where the growth of the city or other considerations made 
them vital to the well-being of the community. On the other hand, we have 
necessarily cut out many items requested by the departments. We believe that 
the proposed budget will adequately meet essential operating needs and at the 
same time will provide capital expenditures sufficient to carry forward the public 
works program at approximately the average necessary to fully complete the 
10-vear program 

The $1.2 million deficit for 1956 and the $8.9 million deficit for 1957 will require 
additional revenues of $10.1 million by the end of fiscal year 1957. The proposed 
lezislation is designed to provide this amount of increased revenue to the general 
fund 

The program covered by the bill provides for additional tax revenues of approxi- 
mately $8.1 million during the fiscal vear 1957 and $9.8 million beginning with 
fiscal vear 1958. It is to be observed that the tax program does not become 
wholly effective in 1957, and therefore the burden the taxpayers of the District 
will have to bear will be less in that vear than in the following years by approxi- 
mately $1.7 million 

The bill also increases the Federal payment by $2 million beginning in the fiscal 
vear 1957. The enclosed statement sets forth reasons that fully warrant a sub- 
stantially larger Federal payment than the presently authorized amount of $20 
million, and also contains details on the comparative tax burden of the District 
resident. 
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The revenue program which would result from (1) enactment of the draft bill 
and (2) action which the Commissioners proposed to take with respect to the 
taxation of real property, is summarized and discussed below: 


Proposed Revenue Program (Summary 
Item 
Individual income tax changes—reduction of individual exemp- 
tion to $1,000; $2,000 for head of a familv; $500 for dependents, 
and new rate brackets. Withholding to start October 1, 1956 Yield, 1957 


title I of draft bill) 1 $2, 200, 000 
)}) Rentals of personal property (title IT of draft bill 150, 000 
Communication service, local, apply 2 percent sales tax (title II 
of draft bill) = 100, 000 
Restaurant meals, remove exemption from sales tax for meals 
costing 50 cents or less (title IT of draft bill 900, 000 


é Wine taxes (1 ew 20-cent tax on table wine, increase from 20 cents 
and 30 cents to 45 cents on other wines and champagne) (title 


III of draft bill) 275. 000 
Liquor tax (title IIT of draft bill) 980, 000 

qg) Beer tax (inerease from $1.25 to $3 per barrel) (title ITI of draft 
bill) 925, 000 

h) Inerease in Federal payment over the presently authorized 
$20,000,000 (title IV of draft bill) 2, 000, 000 
({) Admissions tax, 2 percent (title V of draft bill) 500, 000 
teal estate tax increase (10 cents) (no legislation required 2 1, 800. 000 
Total for 1957 10. 130. 000 


$3,800,000 thereafter 
2 $1,900,000 thereafter 


The total increased revenue expected from the above revenue measures is $2 
million in additional Federal payment and $8,130,000 in new taxes for fiscal year 
1957, a total of $10,130,000. In subsequent years the new taxes will vield 
$1,700,000 additional, or a total of $9,830,000 in addition to the Federal payment 
increase, 

There follows a discussion of the various titles of the draft bill 


TITLE I 
Individual income-tax rates 


The following tabulation shows the changes proposed in the individual income 
tax rates: 


E-risting lau Proposed lau 
Tax rates: ( Percent ( Percent 
First $5,000 of taxable income___- 2% 2! 
Next $5,000 of taxable income 3 ; 
Next $5,000 of taxab!e income 3! 3} 
Next $5,000 of taxable income 14 { 
Next $5,000 of taxable income _ - 4 ! 
Taxable income in excess of $25,000 | 5 


4 percent rate on income in excess of $15,000 


Pe ! sonal CLE mptions 
Existing law: 
Kach taxpayer (any person with gross income exceeding $4,000 


joint return not permitted) $4, 000 
Each dependent . ; 500 
Proposed law: 

Single person, or married person not living with spouse 1, OOO 
Husband and wife living together (separate returns may he filed and 

the exemption of $2,000 may be split or taken by either 2, 000 

Each dependent ; 500 

Head of family (individual and 1 dependent) : 2, 000 

Each additional dependent 500 
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The proposed amendments would in effect reestablish the exemptions that were 
in effect prior to the Revenue Act of 1949. The changes effected by that act 
were amended by the Public Works Act which increased by 1 percent the rate in 
each taxable bracket. The existing law is perhaps the most liberal in the United 
States so far as personal exemptions are concerned. There are only approxi- 
mately 55,000 taxable returns filed each year. Under existing law a person earn- 
ng $6,000 a year would pay no tax if he had as dependents a wife and 2 children 
and took the standard deduction of $500 

The draft bill also includes provisions to facilitate collection of the income tax 
by means of withholding by employers (including the Federal Government) from 
salaries and wages of employees who are subject to the tax, as is done under the 
Federal income-tax law and under the tax laws of many States. 

Comparable provisions of the laws of Maryland and Virginia are as follows: 


Mi and lau 

Persona mptions.—$800 for each person—taxpayer whether single or married 
or head of a household, and for each dependent (spouse, children, etc.) 

Rate 2 percent on taxable earned income and first $500 of unearned income 
5 perce! t o1 nearned income in excess of S500. 
V roi 

Perso emptior $1.000 for a single person, $1,000 fora spouse, $2.000 for 


husband and wife, $2,000 for head of a household (taxpaver and one dependent 
and $200 for each dependent other than those referred to. 





Rates.—First $3,000, 2 percent; next $2,000, 3 percent; income in excess of 
$5,000. 5 percent. 

It is intended that the proposed amendments become effective January 1, 1956. 
The estimated additional revenue would be $2,200,000 during the fiscal year 1957 
and $3,800,000 beginning with the fiscal year 1958 

rITLE II 


Rentals of personal property 

Under present law, rentals of property which constitute “‘continuous possession”’ 
are subject to the sales tax. Many kinds of property, such as construction 
machinery, motor vehicles, chairs and scaffolding, are continually rented, but the 
periods of rental are too brief to constitute “continuous possession.’”’ The 
Maryland law was amended recently to provide for the taxation of all rentals, 
regardless of the rental period. Interpretation of the term ‘‘continuous possession”’ 
is difficult, and there would be a much simpler administrative problem if all rentals 
of propertv were taxable 

The draft bill amends the sales and use tax acts so that rentals of tangible per- 


sonal property are treated as sales. 


Communications service—local 


Title II amends the Sales Tax Act so that sales or charges to subscribers for 
local telephone service are subjected to the 2-percent sales tax. The term “local 
telephone service” is defined in the bill so that the term is to be construed in the 
same manner as the term is construed in section 4252 of the Internal Revenue Code 
of 1954 and regulations relating thereto, at the time of the enactment of the 
amendments to the Sales Tax Act. Sales of electricity and gas are now subject 
to the Sales Tax Act. 

Restaurant meals 

At the present time there is an exemption from the 2-percent sales tax for 
restaurant meals costing 50 cents or less. The draft bill removes this special 
exemption, and makes the exemption for restaurant meals 13 cents as in the case 
of sales generally. 

TITLE II 
Wine taxes 

The draft bill establishes a tax of 20 cents per gallon on wines containing 14 
percent or less of aleohol, which wines are not now taxed at all. The present tax 
of 30 cents per gallon on champagne, sparkling wine, and any artifically carbonated 
wine is increased to 45 cents. The present tax of 20 cents per gallon on other wine 
containing more than 14 percent of alcohol is also increased to 45 cents per gallon. 
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The Maryland rate on wine is 20 cents per gallon and the Virginia rate is 35 
nts per gallon. 

quor tax 

The present tax of $1 per gallon on spirits is increased to $1.25. The Maryland 
ite is $1.50 on spirits and the Virginia rates are $1.30 to $1.35 


Beer tax 
The present tax on beer is $1.25 per barrel. The draft bill increases the rate 
$3 
The Maryland rate is 93 cents and the Virginia rate is $3.10. 


TITLE IV 
Increase in Federal payment 
The increase of the Federal payment is discussed above in this letter as well 
as in the enclosed statement. 
TITLE V 
Admissions tax 
This title imposes a tax of 2 percent for admission to any place to which an 
admission fee is charged. The tax is computed at the rate of 1 cent for each 
50 cents or fraction thereof of the amount paid for admission. 


TITLE VI 
General provisions 
This title contains provisions relating to administrative matters such as re- 
organization, regulations and a separability clause. 


REAL-ESTATE TAX 


The enclosed bill does not include any provision for increasing the real-estate 
tax; although the revenue program contemplates an increase from the existing 
rate of $2.20 per $100 of assessed value to $2.30. It is the intention of the Com- 
missioners to make this increase effective for fiscal year 1957 pursuant to their 
authority under existing law to fix the real-estate tax rate. 


CONCLUSION 


In view of the urgent and immediate necessity for the District of Columbia to 
plan its financial program for the current and immediately succeeding fiscal years, 
the Commissioners strongly recommend the reenactment of the enelosed 
legislation. 

The Commissioners have been advised by the Director of the Bureau of the 
Budget that enactment of this legislation would be in accord with the program of 
the President. 

Sincerely yours. 
SAMUEL SPENCER, 
President, Board of Commissioners, District of Columbia. 





PROPOSED ReEVENUF PROGRAM, GOVERNMENT OF THE District oF CoLUMBIA 
(Summary 
DECEMBER 2, 1955. 

The following revenue program has been proposed by the Commissioners to 
provide the additional revenues needed to finance the $10 million deficit that is 
now expected by the end of fiscal year 1957. The means of financing this deficit 
were the subject of a public hearing on October 28, 1955, at which time the 
various possible tax measures were thoroughly discussed by many persons and 
organizations. 

This program has been adopted on the basis of the views expressed at the 
recent public hearing and after careful consideration of all other relevant informa- 
tion and recommendations. 

When Congress reconvenes in January, the legislation necessary to place this 
program into effect will be submitted to the Congress. 
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1. Individual income-tax changes---reduction of indimdual exemption to $1,000 
$2,000 for head of a fam ily; $500 for depe ndents, and new rate brackets 
Withholdir g to start October 1, 1956, and one-half of the tax due for cal ndar 


1956 u be forgiven New rates ard exe mptions effective Jaruary 1, 1956 
Yue d, $2,200,000 ain fisca uear 195 7 ¥35,800,000 in fisca! fear JOSS and 
there afte 


The following tabulation shows the changes proposed in the individual income 
tax rates 


Existing lau Proposed law 

Taz rates (rercent) percent 
First $5,000 of taxable income 24 2 
Next $5,000 of taxable iacome 3 3 
Next $5,000 of taxable income 34 ; 
Next $5,000 of taxable income 14 { 
Next $5,000 of taxable income 14 4! 
Taxable income in excess of $25,000 14 5 


4 percent rate on iucome in excess of $15,000. 


Personal exemptions 
Existing law 
Each taxpayer (any person with gross income exceeding $4,000; 
joint return not permitted) : $4, 000 
Each dependent 500 
Proposed law 
Single person, or married person not living with spouse 1, 000 
Husband and wife living together (separate returns may be filed and 


the exemption of $2,000 may be split or taken by either) 2, 000 
Each dependent ; . ae ‘ 500 
Head of family (individual and one dependent) 2, 000 
Each additional dependent- ‘ 500 


The existing law is perhaps the most liberal in the United States as far as 
personal exemptions are concerned. There are only approximately 55,000 
taxable returns filed each year. Under existing law a person earning $6,000 a 
year would pay no tax if he had as dependents a wife and 2 children and took the 
standard deduction of $500. 

The changes also include provisions to facilitate collection of the income tax 
by means of withholding by employers (including the Federal Government) from 
salaries and wages of employees who are subject to the tax, as is done under the 
Federal income-tax law and under the tax laws of many States. 

Comparable provisions of the laws of Maryland and Virginia are as follows 


Maryland law 


Personal exemptions—$800 for each person—taxpayer whether single or married 
or head of a household and for each dependent (spouse, children, etc.) 

Rates.—2 percent on taxable earned income and first $500 of unearned income 
5 percent on unearned income in excess of $500. 


Virginia law 


Personal exemptions.—$1,000 for a single person, $1,000 for a spouse, $2,000 
for husband and wife, $2,000 for head of a household (taxpayer and one depend- 
ent), and $200 for each dependent other than those referred to. 

Rates._-First $3,000, 2 percent; next $2,000, 3 percent; income in excess of 
$5,000, 5 percent. 

2. Rentals of personal property. Yield, $150,000 per year 

Under present law, rentals of property which constitute ‘continuous posses- 
sion’”’ are subject to the sales tax. Many kinds of property, such as construction 
machinery, motor vehicles, chairs, and scaffolding, are continually rented, but 
the periods of rental are too brief to eccnstitute “continuous possession.’’ The 
Maryland law was amended recently to provide for the taxation of all rentals, 
regardless of the rental period. 

The proposal is to amend the Sales and Use Tax Acts so that all rentals of 
tangible personal property will be subject to the 2-percent sales tax. 
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Local telephone service—apply 2-percent sales tax. Yield, $400,000 per year 

This proposal amends the Sales Tax Act so that sales or charges to subscribers 
for local telephone service are subjected to the 2-percent sales tax Sales of 
lectricity and gas are now subject to the Sales Tax Act 


Restaurant meals—remove special exemption from sales tax for meals costing 
50 cents or less. Yield, $900,000 per year 
At the present time there is an exemption from the 2-percent sales tax for 
restaurant meals costing 50 cents or less. The change makes the exemption for 
restaurant meals 13 cents as in the case of sales generally 


Wine taxes (new 20 cents tax on table wine, increase from 20 cents and 30 cents to 
15 cents on other wines and champagne). Yield, $275,000 per year 


This establishes a tax of 20 cents per gallon on ‘‘table”’ wines (containing 
14 percent or less of alcohol), which wines are not now taxed at all. The present 
tax of 30 cents per gallon on champagne, sparkling wine, and any artifically 
carbonated wine is increased to 45 cents. The present tax of 20 cents per gallon 
on other wine containing more than 14 percent of alcohol is also increased to 45 
cents per gallon. 

The Marvland rate on wine is 20 cents per gallon and the Virginia rate is 35 
cents per gallon 


6. Liquor tax, Yield, $980,000 per year 

The present tax of $1 per gallon on spirits is increased to $1.25. The Maryland 
rate is $1.50 on spirits and the Virginia rates are $1.30 to $1.35 

Beer tax. Yield, $925,000 per year 

This would increase the tax on beer from $1.25 to $3 per barrel. The standard 


beer barrel contains 31 gallons. The Maryland rate is 93 cents and the Virginia 

rate is $3.10. 

8. Increase in Federal payment over the presently authorized $20 million imount 
of increase, &? million 

This is a proposal by the Commissioners that the Congress increase the Federal 
payment from $20 million to $22 million. 

9, Admissions tar—2 percent. Yield, $500,000 per year 

This proposes a tax of 2 percent for admission to any place to which an admis 
sion fee is charged. The tax is computed at the rate of 1 cent for each 50 cents 
or fraction thereof of the amount paid for admission. 

10. Real-estate-tax increase. Yield, $1,800,000 in fiscal year 1957 and $1,900,000 
in fiscal year 1958 and thereafter 

This provision for increasing the real-estate tax contemplates an increase from 
the existing rate of $2.20 per $100 of assessed value to $2.30. It is the intention 
of the Commissioners to make this increase effective for fiscal year 1957 pursuant 
to their authority under existing law to fix the real-estate-tax rate. 

The total increased revenue expected from the above revenue measures is $2 
million in additional Federal payment and $8,130,000 in new taxes for fiscal year 
1957, a total of $10,130,000. In subsequent years the new taxes will yield 
$1,700,000 additional, or a total ot $9,830,000 in addition to the Federal paviment 
increase. 

Mr. Spencer. The proposed revenue program amounts to an esti- 
mated $10.1 million in the first year consisting of $8.1 million of addi- 
tional tax revenues and $2 million of increase in the annual Federal 
payment. 

Such revenue is for the sole purpose of financing District govern- 
ment activities that are supported from the District of Columbia 
general fund, which include the cost of police, health, welfare, educa- 
tion, courts, trash and refuse disposal, and other general government 
functions that represent approximately 79 percent of our total budget. 

We are pleased to advise that sufficient revenues are being received 
from special taxes, fees, charges, and assessments to support our 
highway construction, motor-vehicle parking, water supply and 








29 PROVIDE REVENUE FOR D. C. AND OTHER PURPOSES 


sanitary sewerage programs, which represent the remainder—approx- 
imately 21 percent—of our annual budget. Therefore, our problem 
as to revenues is limited to the District of Columbia general fund. 

The financial statement attached to the letter to Mr. Rayburn 
shows that funds required for the current fiscal year, 1956, for the 
general fund total $146.4 million, which leaves a deficit for the year 
of $3.2 million. 

However, $2 million of this deficit is being sought in the form of a 
supplemental appropriation to cover a previous $2 million reduc ce 
in the authorized Federal payment to the District for the fiscal yes 
1956. This would leave a deficit of $1.2 million for the fiscal year 
1956 to be financed by this revenue program. 

The pay raises granted last summer have increased the budget for 
fiscal year 1956 by $8.2 million. If it were not for these pay raises, 
the District would have ended this fiscal year with a surplus of over 
$5 million. 

The total funds required in the general fund for fiscal year 1957 are 
$147.6 million, an increase of $1.2 million over the 1956 figure. We 
believe that the proposed budget reflects all feasible economies, but 
also will adequately meet essential operating needs. At the same 
time it will provide capital expendiures sufficient to carry forward the 
public works program at approximately the average necessary to fully 
complete the 10-year program. 

Since we will be entering fiscal year 1947 with no surplus, the esti- 
mated deficit for fiscal vear 1957 will be $8.9 million, assuming a 
Federal payment of $20 million. This deficit is little greater than the 
annual cost of the pay raises, $8.2 million, granted to employees in the 
past year by the Congress. 

Thus it can be seen that if it were not for the pay raises, no addi- 
tional taxes would be required at this time, and the District would 
have a substantial surplus at the end of fiscal year 1957. 

It is apparent, therefore, that the pay raises are the cause of our 
financial plight. In view of this, I would like to introduce into the 
record a statement pertaining to the cost of pay raise and employee 
fringe benefit legislation over “the past 10 years. Such legislation has 
built up to annual increased costs of $49.6 million. 

Chairman Smirx. It will be included in the record. 

(The document is as follows:) 


ww 
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District oF COLUMBIA 


Niatement sho ving increases for salaries and pensions a 








thorized by egisiatior 
1946 to 19545, inclusive 
BASIC SALARY RATE INCREASES 
. . Public 
Year and item Co ess * 
av 
Fiscal year 1946 
Classified and other (20, 10, and 5 percent 106 z 78. R54 
Police and firemen (20, 10, and 5 percent, plus 8 percent 151 I 0: 118 
reachers and officers 158 1, 402, 136 
Total, 1946 111, 108 
Fiscal year 1947 
Classified and other (14 percent 79th ») 9 ‘ 
Police and firemen (14 percent ; tk 491 112, 278 
Teachers and officers ($450 79th 568 1, 583, 5 
lotal, 1947 1, 972. 2¢ 
Fi ar 1950 
P , firemen, teachers and per diem ($330 Sist 1151 670. 316 
Classified ($330 Sist 160 2, 542, 374 
Judges Sist... 191 
Classified (new grade Rist 429 R31. 940 
Total, 1950 O82. 460 
Fiscal vear 1951 
Police pay for 6th day worked_-.......-. : 82d 13 
Fire department, 60-hour week........- . 80th 699 720, 000 
5-day week for police force pebbitsod : ‘ Sist 693 990, 000 
Teachers’ Leave Act................... a Sist ; 180, 000 
UE Se eieettatietavek ademas ‘ a SS . 1, 890, 000 
Fiscal year 1952: _ 
Holiday pay for policemen and firemen ; ‘ 82d 19 207, 000 
Pay act (classified = d 82d 201 3, O19, 123 
Pay act (police, firemen, teachers, per diem) E 82d 207 83, 416 
Total, 1952___- saae Be gaa ‘ . 7, 200, 539 
Fiscal year 1954: 
Police and firemen (12 percent) ellis i ‘ 83d 74 2, 577, 351 
Teachers’ Salary Act (10, 8, and 6 percent) hedaeewee baa 83d 189 1, 677, 118 
Per diem sini ‘ . on a al = 3) : 1, 152, 365 
Total, 1954 5, 406, 834 
Fiscal year 1955: 
Classified employees----_-....- oy wail 84th 04 a 


Judicial employees 











ecstatic re . | 84th... 9, 139 
Policemen and firemen hnadd : Sub udadéba ‘ .-| 84th__. 244 1, 
Teachers and officers___. inpeliataiiaia tahini taiaitniaieiaaen ae 84th__. 243 2 
Doctors’ increase above minimum rate in class_. -- | 83d 763 
Wage-scale employees = Ne ttadlncidiide tien esti 
Total, 1955 badd dmkb oben pach ditivedddda hwodbann bis debi 8, 289, 524 
A EE Se ME ee : 39, 961, 730 
WITHIN-GRADE STEP INCREASES‘ 
wide F0Gs Wei... ee kd : $950, 000 
Fiscal year 1947--.- aan seattle iat tiiieics 950, 000 
Fiscal year 1948_............. RSs 7 950, 000 
Fiscal year 1949_..........- , 950, 000 
Fiscal year 1950... 7 aman 950, 000 
Fiscal year 1951_.......-- id Sey R 950, 000 
Fiscal year 1952 (teachers, police and fire, per diem) -_................. Salebec | 1, 325, 000 
BO, BU ih 5 bin Seis rsh es bbndbenegzssossant — a 7, 025, 000 
| 





i Retroactive to July 1, 1948. 

2 No cost. 

* Commissioners’ order, retroactive to Sept. 15, 1953. 
‘Estimated and includes all groups of employees. 











24 PROVIDE REVENUE FOR D. C. AND OTHER PURPOSES 


District oF Co_LumBra—Continued 


Statement showing increases for salaries and pensions authorized by legislation, 
1946 to 1955, inclusive Continued 


PENSION INCREASES 


. Public Salary 
Ye anc em eres ¢ 
Year and it Congress | “jaw increase 
Fiscal year 1946: Police and firemen 79th 151 $292, 190 
Fiscal year 1947 
Police and firemen 79th 491 203, 315 
reachers and officers 79th 624 350, 000 
Total, 1947 553, 315 
Fiscal vear 1950: Police and firemen (widows and children of Sist 208 340, 000 
Fiseal year 1952 
Teachers’ retirement (amendment 82d 274 400, 006 
Police and fire pensions 82d 207 280, 000 
Total, 1952 680, 000 
Fiscal year 1954: Police and fire pensions 83d 74 333, 000 
Fiscal year 1955: Police and fire pensions 84th 244 440, 000 
rotal, pension increase 2, 638, SOA 
lotal, all CASE . 49, 625, 235 


Mr. Spencer. The $1.2 million deficit for 1956 and the $8.9 million 
deficit for 1957 will require additional revenues of $10.1 million by the 
end of fiscal year 1957. The revenue program is designed to provide 
this amount of increased revenue to the general fund. 

The program covered by the bill prov ides for additional tax revenues 
of ap a $8.1 million ge the fiscal year 1957 and $9.8 
million beginning with fiscal year 1958. 

In addition, an increase of $9 million in the Federal payment. is 
proposed. It is to be observed that the tax program does not become 
wholly effective in 1957, and therefore the burden the taxpayers of 
the District will have to bear wil! be less in that vear than in the fol 
lowing years by approximately $1.7 million. 

Barring additional pay increases and other beneficial legislation in 
the next few years and assuming a continuation of the present level 
of business activity, the Commissioners believe this revenue program 
should make further tax increases unnecessary for at least a few years 

Furthermore, it now appears that real progress is being made on re 
development of some of the more seriously deteriorated parts of the 
city, and as these areas are redeveloped they will provide substantial 
increases of tax revenues. 

For example, as a result of the Southwest redevelopment, increased 
real-estate taxes exceeding $3 million per vear are anticipated by 1965 
The Commissioners also are copducting a citywide reassessment of 
real estate that should produce additional revenue in future years. 

Turning now to the specific items of the proposed revenue program, 
I would like to refer you to page 3 of the letter to Speaker Rayburn. 
You will find on that page, and succeeding pages, a summary of the 
program. However, for your use in making detailed studies of these 
taxes, the finance officer has prepared comprehensive data on each 
tax change involved in the program. 
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\lso, for general-reference purposes the finance officer has pre- 
pared data on all of the taxes considered by the Commissioners and 
the citizens of Washington at the time the specific revenue program 
was adopted. 

In addition, we believe a statement of the revenues of the District 
for the past 10 vears would be useful to the committee. We have 
copies for each member of the committee. I also request that this 
material be inserted in the record. 

(‘hairman Sir. It will be so inserted. 

The documents referred to follow: ) 


Digest oF Tax Brtt—-Titves I, II, Il, ann \ 
tle J 

Individual income 

Schedule A. Digest of individual income tax laws, District of Columb 
(proposed) and States 

Schedule B. Individual income tax liability of typical taxpayers under present 
and proposed law during calendar years 1955, 1956, 1957, and 1958 

Schedule C. Comparison of Maryland resident individual income tax liabilit 
payable during the calendar years 1954 to 1957, inclusive, from retun 
filed for the ealendar vears 1953 to 1956, ineluding withholding in 1955 
1956, and 1957 


Schedule D. Comparison of Virginia resident individual income tax liability 
pavable during the calendar vears 1954 to 1957, inclusive from returns 
filed for the calendar vears 1953 to 1956 inclusive 

ritle I] 


Rental of tangible personal property 
Communications service 
Restaurant meals 
Schedule E. Status of selected items in States imposing Saale qd use tas 
Title II] 
Alcoholic beverages 
Spirits and wine 
Bee r 
Schedule FF Alec holie beverage TAXES, District oO 
Title \ 
Admissions 
Schedule G. States taxing admissions and amusements 
Real property tax 
Schedule H. Statement of real estate assessments (taxable, United States 
District of Columbia, and privately owned exempt 
Schedule 1. Summary of real estate assessments, taxable property, July 
1946—June 30, 1955 
Schedule J teal property assessment data, July 1, 1946—June 30, 1955 
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ScHEDULE G.—States lazing admissions 


State 
ATS AIIG. «0 camden nes ccmmiepaniieetie 
APiZ0ON.. «ao cccanteeescounenesncsoenesneee 
APEODGRE.. occa nddasvsenasuncscennnwenes 
Pigs... .nccnnccn catia weladu< ehaanates 
(GOCE. «a Sse HéMbde nme 
Indiana = = ee eee ewe e eee e ew eeeeceecece= 
oS) eee oe ea ey ek ee ee ee LE. ae 
RONG <ciccdh a kammninicoounwiuaawiinwa 
Rentuél PS) 6 a awecstbidennnsneath wet 
Louisiana BOO DE caeSadeseaseegncanasacce 


Marvland 
MissiQGOOG uc. cancacccenksss leanne 
Dl enti asec sakntis t sen e eee a ee 
Monte@MQRc vida cwnnwtlaudtatscucawsicwasce 
Now MG@RGR. osieien cess rma ane tans 
North Dakota 
ORIGIN: oo 3 mae Mie wna eawe 
Sarita Fr - Cer en el 
South TARO ob i eas dws SES a 
TOennegte: sodas acide nuddadoewmenee 
T CRED. ann rina dt bt nae 
FRR ices etch ceed vc sti can Wn rc pate en eae 
West Virginia 
W0mad «cane see Sanaa se 
New York City 
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and amusements 


Tared under— 

Sales tax. 
Occupational gross receipts tax. 
Sales tax. 

Do. 

Do. 
Gross income tax. 
Sales tax. 

Do 
Separate act. 
Sales tax. 
Separate act. 

Do. 
Sales tax 
Separate act. 
Gross receipts tax. 
Sales tax. 

Do 
Separate act. 
Sales tax. 
Separate act. 

Do. 
Sales tax. 

Do. 

Do. 
Separate act. 


ScHEDULE H.—Siatement of real estate assessments (tazable, United States, District 
of Columbia, and privately owned exempt) 


YEAR ENDED JUNE 30, 1935 








| 
Total acres | Land value | Improvements; Total value | Tax : — 
| | ne % 
Taxable bette 17, 988. 5807 $487, 742, 551 $645, 085, O98 | $1, 132,827,649 | $16,992, 414 56.9 
United States 10, 978. 8047 337, 304, 256 | 218, 844, 350 556, 148, 606 8, 342, 251 34.8 
District of Columbia 1, 043. 5488 18, 893, 324 | 17, 979, 317 36, 872, 641 553, 091 33 
Bue... .tiecctccen 1, 578. 3285 | 31, 493, 401 | 64, 644, 550 96, 137, 951 1, 442, 076 5.0 
TOON. wcowedn 31, 589. 2627 875, 433, 532 | 046, 553, 315 1, 821, 986, 847 27, 329, 832 
| | 





YEAR ENDED JUNE 30, 1936 











vasaeaaiibi ane v a gee nenteihiameeilail —_; . 
| | i 
Taxable_____....-....| 17,926. 9122 | $483,016,100 | $648, 782, 284 $1, 131, 798, 384 | $16, 976,975 | 56. 7 
United States 11, O81. 5283 | 337, 153, 595 | 235, 592, 350 572, 745, 945 | 8, 591, 197 | I 0 
District of Columbia 1, 031. 4590 | 18, 910, 671 | 20, 457, 717 | 39, 368, 388 59N, 528 | 3.3 
Exempt ee 1, 594. 0449 | 31, 745, 595 | 66, 392, 050 98, 137, 645 1, 472, 077 5.0 
Total... - 31, 633. 9444 | 870, 825, 961 | 971, 224, 401 1, 842, 050, 362 27, 630, 777 
YEAR ENDED JUNE 30, 1937 
'. — 7 } = =" ~ s oa i = * 7 "7 uso. . -* r 
Taxable its 17, 799. 5452 $479, 495, 264 $664, 961,889 | $1, 144, 457, 153 | $17. 167,314 5h. 2 
United States __- 11, 212. 8599 342, 261, 117 | 307, 735, 350 649, 996, 467 9, 749, 956 | 35. 4 
District of Columbia.| 1, 038.7717 | 19, 280, 092 | 41, 516, 717 60, 796, 809 911, 953 3.3 
Exempt 1, 600. 3089 31, 955, 812 | 67, 459, 733 99, 415, 545 1, 491, 238 5. 1 
Total _- 31, 651. 4857 872, 992,285 | 1,081, 673, 689 1, 954, 665, 975 29, 320, 461 
YEAR ENDED JUNE 30, 1938 
sa heummetiede ————___—__— a EE 7 adit . 
raxable 17, 556.0172 | $480, 420, 638 $690, 910, 283 | $1, 171, 330,921 | $20, 498, 552 7 
United States 11, 309. 2625 342, 642, 043 307, 017, 550 649, 659, 593 11, 369, 048 | 35. 9 
District of Columbia 1, 074, 3767 19, 398, 268 42, 958, 817 62, 357, O85 1, 091, 250 | 3.4 
Exempt 1, 507. 2268 31, 805, 924 | 68, 301, 133 100, 107, 057 1, 751, 877 0 
Total__ 31, 536. 8832 874, 266, 873 1, 109, 187, 783 1, 983, 454, 656 34, 710, 727 








PROVIDE 


Statement of real estate assessments (taxable, 
. Columbia, and privately owned ecempt)—Continued 





United States 
District of Columbia 


em bo 


31, 049. 1442 








REVENUE FOR D. C. AND OTHER PURPOSES 


YEAR ENDED JUNE 30, 1939 


Total acre Land value Improvements | Total value 

17, 357.7572 | $480,473,718 | $713,025, 368 | $1, 193, 499, 086 

11, 441. 7461 344, 358, 563 318, 636, 950 662, 995, 513 
90. 6364 19, 637, 752 44, 371, 317 64, 009, 069 
614. 3367 82, 145, 156 72, 361, 866 104, 507, 022 


04. 4764 876, 615, 189 1, 148, 395, 501 | 2,025, 010, 690 


YEAR ENDED JUNE 30, 1940 





















17, 057 $482, 466, 001 , 742, 483 | $1, 211, 208, 484 

] 7 346, 191, 486 382, 150 669, 573, 636 

(24. ! 20, 281, 404 166, 517 66, 247, 921 

Of 32, 972, 202 75, 887, 941 108, 860, 143 

, 357. 9005 881, 911, 093 1, 173, 979,091 | 2,055, 890, 184 
YEAR ENDED JUNE 30, 1941 

757. 1731 $483, 017, 497 4, 919, 588 | $1, 237, 937, 085 

906. 0841 346, 857, 257 214, 200 668, 071, 457 

1. 016. 1700 20, 094, 346 53, 637, 717 73, 732, 063 

195. 4646 33, 281, 263 78, 512, 916 111, 794, 179 

31, 274. 8918 883, 250, 363 1, 208, 284, 421 2, 091, 534, 784 
YEAR ENDED JUNE 30, 1942 

6, 331. 5125 $481, 965, 991 $785, 322, 438 | $1, 267, 288, 429 

217. 6836 350, 811, 690 326, 943, 350 677, 755, 040 

026. 7378 20, 578, 794 56, 898, 417 77, 477, 211 

, 599. 7239 33, 055, 711 79, 018, 366 112, 074, 077 

31, 175. 6578 886, 412, 186 1, 248, 182, 571 2, 134, 594, 757 
YEAR ENDED JUNE 30, 1943 

}, 074. 4536 | $493, 004, 734 $833, 988, 081 | $1, 326, 992,815 

475. 7363 357,924,781 | 332, 371, 250 690, 296, 031 

009. 8983 22, 744, 939 61, 433, 267 | 84, 178, 206 

, 489. 0560 31, 495, 727 77, 498, 933 | 108, 994, 660 





905, 170,181 | 1,305, 291,531 | 2, 210, 461, 712 


YEAR ENDED JUNE 30, 1944 





897. 5481 $495, 378, 491 $858, 970, 229 | $1, 354, 348, 720 
689. 7146 359, 803, 472 336, 723 696, 526, 822 
017. 6388 23, 023, 481 67, 442, 767 90, 466, 248 






, 455. 4583 





32, 757, 970 81, 352, 535 | 


, 060. 3598 910, 963,414 | 1,344, 488, 881 2, 255, 


| 





YEAR ENDED JUNE 30, 1945 


5, 607. 7944 $498, 355,660 | $871, 806,939 | $1, 370, 162, 599 
. 7810 ) 5, 166 338, 198, 950 | 701, 914, 116 
20). 8275 38, 831 | 67, 811, 367 | 91, 280, 198 





568. 5388 7,346 83, 506, 551 117, 763, 897 


033.9417 | 919,797,003 | 1,361, 323,807 | 2, 281,120,810 | 39, 919, 847 | 


| 


$21, 196, 398 54 
11, 717, 556 3 
1, 159, 345 | 

1, 905, 054 | 5. 


$21, 664, 137 | 5 
11, 691, 257 | 3 

290, 312 | 

1, 956, 401 





1, 907, 407 


38, 683, 318 


$23, 701, 336 5 
12, 189, 219 40.8 


114, 110, 505 


452, 295 39, 470, 647 
$23, 978, 079 50. 


United States, District 


j 
} 


| Percent 


of area 
$20, 886, 491 55.1 
11, 602, 435 | 36.3 
1, 120, 160 | 3.5 
1, 828, 875 5.1 
2 ok 6 rere 

4 

7 

3 


35, 978, 353 |....... 


36, 602, 107 


5 
39. 2 
3.3 
206 5 1 


37, 355, 649 |........ 


222, 612 1.8 

2, O80, 180 40. 2 
, 473, 119 | 3.2 
1.8 


583, 159 | 3.3 
1, 996, 933 4.7 


3 

12, 283, 497 41.4 
§ 403 3.3 

2, 060, 868 5.0 
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ScuoEeDULE H.—Statement of real estate assessments (taxable, United States, District 
of Colun bia, and private ly owned exen pt Continued 
YEAR ENDED JUNE 30, 194 
tal acres I nd value Imp ve ent tal value t 
. 
wpeiGe.. ...inn idioms 15, 385. 0461 $504, 193, 989 $877, 687,063 | $1,381, 881,052 | $24, 183.144 19.6 
United States E 12, 925. 2894 365, 911, 800 343. 074. 350 708. G86. 150 12. 407. 257 41.7 
District of Columbia 1, 046. 5205 23, 657, 680 67, 796, 367 91. 454, 047 1, 600, 445 4 
Seen osc daca 1, 659. 8930 35, 749, 612 86, 500, 740 122, 250, 352 2, 139, 381 5.3 
Total..........| 31, 016. 7490 929, 513, 081 1, 375, 058, 520 2, 304, 571, 601 $0, 330, 22 ‘ 
YEAR ENDED JUNE 30, 1947 
ein — ‘ . 
Taxable......--------| 15, 219.9024 | $506,461,468 | $889, 556,013 | $1,396,017, 481 | $24, 430, 539 1 
United States .--| 12, 989. 6533 366, 318, 797 | 345, 597, 950 711, 916, 747 12, 458, 54 41.9 
District of Columbia 1, 049. 9050 | 23, 221, 093 | 68, 733, 967 91, 955, 060 1, 609, 213 3.4 
po ee ae 1, 739. 2137 35, 763, 921 88, 130, 170 123, 894, Ov1 2, 168, 146 5. 6 
TURE. ccaceuann 30, 998.6744 | 931, 765, 279 1, 392, 018, 100 2, 323, 783, 379 40, 666, 441 - 
YEAR ENDED JUNE 30, 1948 
a — ane leptin - 
i ecantctvtnhcanend 15, 133.4819 | $542, 127, 566 | $1,030, 399,938 | $1, 572, 527, 504 | $31, 450, 585 48 9 
United States_......- 13, 008.6408 | 402, 242, 347 367, 163, 010 769, 405, 357 15, 388, 107 12.0 
District of Columbia 1, 069. 9303 27, 689, 472 | 82, 011, 740 109, 701, 212 2, 194, 024 3.5 
PNG. 5 sideband 1, 748. 6066 38, 118, 348 102, 402, 562 140, 520, 910 2, 810, 418 5.6 
iced itertirintinindd 30, 960.6596 | 1,010,177,733 | 1, 581, 977, 250 2, 592, 154, 983 51, 843, 134 oid 
YEAR ENDED JUNE 30, 1949 
= ai a ab = = 
Taxable ~-2-------| 15,046. 6037 $542, 388, 907 | $1,051, 853, 158 | $1, 594, 242,065 | $31, 884, 875 18. 7 
United States_...._- 13, 031.8749 | 408, 983, 639 388, 837, 125 797. 820, 764 15, 956, 41 2.2 
District of Columbia_| 1, 064. 4747 25, 886, 865 | 82, 393, 160 108, 280, 02 2, 165, 601 3.4 
UO .2 datecknon 1, 766. 6230 38, 925, 552 106, 014, 522 144, 940, 074 2, 898, 802 5.7 
TOM cnesecsoes | 30, 909. 5763 | 1,016, 184,963 | 1, 629,097,965 | 2, 645,282,928 | 52,905,693 |........ 
YEAR ENDED JUNE 30, 1950 
TT te 14, 986. 0367 $555, 800, 080 | $1, 081, 070, 941 $1, 636, 871, 021 $35, 192. SO8 48. 5 
United States__....- 13, 043. 0304 | 409, 899, 436 414, 568, 345 824, 467, 781 17, 726, 0 42.3 
District of Columbia 1. 048. 5802 26, 315, 910 | 82, 918, 740 109, 234, 650 2, 348, 544 3.4 
Rs ccncetcsienind 1, 783. 2342 39, 758, 575 | 106, 249, 879 146, 008, 454 3, 139, 181 5.8 
i | 30, 860. 8815 | 1,031, 774,001 | 1, 684,807,905 | 2,716,581,906 | 58, 406, 590 one 
YEAR ENDED JUNE 30, 1951 
Taxable as 14, 896. 9494 $557, 368, 804 | $1,110, 110,093 | $1, 667, 478, 897 | $35, 850, 884 48.3 
United States 13, 060. 6080 410, 117, 285 416, 301, 46: 826, 418, 750 17, 768, 003 42.4 
District of Columbia 1, 053, 2111 26, 414, 574 92, 757, 350 119, 171, 924 2, 562, 196 3.4 
Exempt..............| 1,807. 5350 40, 503, 067 110, 793, 919 151, 206, 986 3, 25 6 5.9 
| ee 30, 818. 3044 | 1,034, 403, 730 1, 729, 962, 827 2, 764, 366, 557 59, 433, 968 
YEAR ENDED JUNE 30, 1952 
Taxable abled 14, 795.3475 | $567, 826,976 | $1, 161,086,017 | $1, 728,912,993 | $37, 171,717 8.1 
United States 13, 058. 7214 | 411, 446, 919 415, 947, 525 827, 304, 444 738, DSO 2.5 
District of Columbia 1, 065. 9890 26, 938, 498 | 93, 065, 450 120, 003, 948 2, 580, O84 3.5 
Exempt_.....- .---| 1,809. 6947 41, 472, 091 | 114, 028, 289 155, 500, 380 3, 343, 258 5.9 
ae | 30, 729. 7526 | 1, 047, 684, 484 1, 784, 127, 281 2, 831,811,765 | 60, 884, 039 2 
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United States District 





































































of Columbia, and privately owned exempt)—Continued 
YEAR ENDED JUNE 30, 1953 
| | Bac, 
Total acres | Land value | Improvements; Total value Tax ph nny 
Taxable 14, 665.3669 | $577, 405, 642 | $1, 205, 182,940 | $1, 782, 588, 582 | $38,325,744 | 47.8 
United States___ 13, 095. 3084 412,170,175 | 463, 018, 970 875, 189,145 | 18, 816, 567 42.7 
District of Columbia 1, 074. 8913 27, 26 96, 437, 420 | 123, 704, 438 2, 659, 645 | 3.5 
Exempt... 1, 852. 6705 | 42 119, 823, 679 | 162, 581, 252 3, 495, 497 6.0 
Be censacs 30, 668. 2371 | 1,059, 600, 408 | 1, 884, 463, 009 | 2, 944, 063, 417 | 63, 297, 453 |.....-- 
YEAR ENDED JUNE 30, 1954 
—— se ar ~~ | aca 
UNO. nccccneaceu 14, 591 $577, 455, 297 | $1, 227, 954, 245 | $1, 805, 409, 542 | $38, 816, 397 47.6 
United States____ 13, 110 2, 920, 352 | 469, 458, 625 | §882,378,977 | 18,971,148] 42.8 
District of Columbia_| 1, 088. 3: 27, 397, 208 | 101, 447, 960 128,845,168 | 2,770,171 | 3.5 
Exempt. 1, 873.3575 | 43, 976, 027 127, 469, 579 171, 445,606 | 3, 686, 081 | 6.1 
Fc ccinininens 30, 663 51: 21 | 1,061, 748,884 | 1,926, 330,409 | 2,988, 079, 293 64, 243, lL Eneianbe 
YEAR ENDED JUNE 30, 1955 
. : + itciesaneiaaai 
Taxable___........-. 14, 555.3468 | $588,202,177 | $1, 264, 121,728 | $1, 852,323,905 | $40, 751, 297 47.5 
United States | 13,115.9106 | 413, 537, 330 497, 569, 698 911, 107,028 | 20,044,355 | 42.8 
District of C olumbia 1, 103. 3241 27, 675, 585 109, 468, 810 137, 144, 395 3, 017, 177 3.6 
ee | 1,873. 8589 | 44, 511, 832 130, 409, 179 174,921,011 | 3,848, 262 | 6.1 
A eecne .-| 30,6 348. 4404 | 1,073, 926. 924 2, 001, 569, 415 3, 075, 496, 339 67, 661, 091 ; 
Sain nlp ga 
YEAR ENDING JUNE 30, 1956 
l Es 
Taxable .--| 14, 511. 0487 $600, 672,717 | $1,296,031, 511 | $1, 896, 704,228 | $41, 727, 666 47.4 
United States. _- | 13, 078. 4628 424, 011, 434 501. 520, 018 925, 531,452 | 20, 361, 692 42.8 
District of Columbia | 1, 113. 4178 28, 013, 575 111, 116, 630 139, 130, 205 3, 060, 865 3.6 
eS 1, 887. 5631 48, 521, 197 138, 553, 529 187, 074, 726 4, 115, 644 6.2 
TN i ceatea deine 30, 590. 4924 1, 101, 218, 923 2, 047, 221, 688 3, 148, 440, 611 Hf ARG) ee 69, 265, 867 
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54 PROVIDE REVENUE FOR D. C. AND OTHER PURPOSES 


GENERAL FuND REVENUE PrRoGRAM, District oF CoLumMBIA GOVERNMENT 
October 3, 1955 (Revised December 30, 1955) 


CONTENTS 





I i fort 
2. List of ¢ t tax laws and possible amendments, suggested new taxes, and estimated additional rev- 
I n! ] ogether with index to detailed discussion in statement that makes up item 3 
3. Statement in detail of item 2—principal provisions of existing laws; amen iments included in Public 
Works Act; laws in other jurisdictions; actual revenue during fiscal year 1955; estimated revenue under 
é ting law uring fiscal year 1956; possible amendments to existing laws and possible new laws, and 


estimated additional revenue during fiscal year 1956 and 1957 from such amendments and new laws. 
1. INTRODUCTORY INFORMATION 


Reference is made to the public hearing scheduled for 10 a. m., October 28, 1955, 
in the District Building, relating to the revenue program of the District of 
Columbia 

Inasmuch as the principal financial problem of the District of Columbia involves 
its general fund, this hearing will be limited to the revenue problems of that 
fund, which finances such activities as education, law enforce Be nt, firefighting, 
health, welfare, sanitation, ete. 

At the past session of Congress pay increases totaling approximately $8 million 
per annum were approved. In addition, the Federal payment for the fiscal 
year 1956 was reduced to $18 million from the $20 million authorized under the 
Public Works Act of 1954. As a result, the District of Columbia is confronted 
with an estimated operating deficit of approximately $5 million in the general 
fund for the current fiscal year. A larger deficit is indicated for the fiscal year 
1957 

Althor igh the fiscal year 1957 deficit in the general fund cannot yet be es- 
timated accurately, it will be reasonably definite as soon as the Commissioners 
conclude their consideration of the fiscal year 1957 budget estimates about October 
14 or 15, 1955. Immediately thereafter a financial statement will be distributed 
in order that all persons who desire to do so may have before them the complete 
picture on which to base their recommendations concerning a new revenue 
program for the District of Columbia. 

In view of the above referred to deficits, it is planned to— 

(a) Seek restoration of the $2 million cut in the Federal payment for the 
fiscal vear 1956; 

b) Pr rovide new revenue sources through changes in existing laws; and 

(c) Obtain an increase for fiscal year 1957 over the presently authorized $20 
million Federal wacieaiie to represent the proper Federal share of the increased 
costs of government. 

It is hoped that all interested persons will study the attached data and attend 
the public hearing on October 28, 1955, to give the Commissioners their views as 
to the most practical solutions to the revenue problems of the general fund. 

In order that the record will be complete you are requested to file with the 
secretary to the Board of Commissioners not later than the close of business 
October 26, 1955 (or bring with you to the hearings), a written statement of 
your views and recommendations relative to the revenue program. 


Possible amendments and suggested new laws 





Estimated 
additional 
| revenue, 
| annual basis 


1. Alcoholic beverage tax 
Increase tax on spirits from $1 to $1.25 per gallon ‘ $980, 000 
Increase tax from 20 to 30 cents per gallon on wines containing more than 14 percent 
of alcohol 


champagne, sparkling wine, and wine artificially carbonated taxed at 

30 cents per gallong under existing law) | 100, 000 

Establish tax of 20 cents per gallong on wine containing 14 percent or less of alcohol--} 75, 000 
Establish following rates on champagen, sparkling wine, and any wine artificially | 
carbonated and wine containing more than 14 percent of alcohol: | 

35 cents per gallon shies ats bidbtinceebeat 150, 000 

40 cents per gallon Ra teat sadaieabuidea 175, 000 

45 cents per gallon a prinlehnty ba cdiliiambededael 200, 000 

2. Beer tax: Increase tax from $1.25 to $3 per gallon : Ring aecduaietent 925, 000 


3. Bus mileage tax: No change in existing rate of 1 cent per Snille SUNN. 25 os Bcc ace 
4. Cigarette tax: No change in existing rate of 2 cents per package suggested (see ¢ 1pplication 

of sales tax to cigarette sales on p. 9) -..-- 
6. Excise tax on motor vehicles and tr ers: No change ine xisting tax of 2 percent suggested _| 
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Poss le amename ts and suggested né l Lu Cont i i 
3 
6. Gr ixes 
g tax 4 percent with deduction of interest 
te fr 4 to 5 perce with deduction of interest p to depositors 1” 
e fr 4to 5 percent without deducti i ere pald tk sitor 1 ) 
te from 4 to 6 percent with deduction of intere to dey ol ) 
ite from 4 to 6 percent without deduction of interest paid to depositors 8 100 
ind loan associations 
ite from 2 to 3 percent . . ae 2990, 000 
ate f 1 2 to 4 percent aaa 8 10 
7 G es, public utilities: No change in existing taxes suggested om 
8. Inc lise taxes 
vidual income taxes 
Change rates on/y as follows: 24% percent on first $5,000 of taxable income 
3 percent on next $5,000, 344 percent on next $5,000, 4 per xt $5,000 
new rate), 44 percent on next $5,000 (new rate), and 5 neome 
in excess of 325,000 (new rate—present rate 4 percent on income in excess 
of $15,000); effective Jan. 1, 1956 eee 80, 000 
B. Change personal exemptions only as follows: $1,000 for single person, $2,000 
for married person (husband and wife), $2,000 for head of family (taxpayer 
and 1 dependent), and $500 for each dependent other than those named; 
effective Jan. 1, 1956... . ‘ 3. 220. 000 
C. Change both rates and personal exemptions as described in A and B 800, 000 
Repeai allowance of credit for taxes paid in other jurisdictions by persons residing 
in the District of Columbia but domiciled elsewhere (military personne] 
excluded ‘ - 165, 000 
Amend Soldiers and Sail :rs Civil Relief Act to require military personne! res 
in the District of Columbia but domiciled elsewhere to pay District taxes if 
none paid elsewhere. Amendment would be of nati l scope, of cour No te 
Retain existing individual income tax law as is, but adopt a tax « percent on 
earnings in the District of Columbia, payable by both residents and non 
residents : . f 000 
Corporation franchise tax: No change in existing rate of 5 percent suggested a 
Unincorporated business franchise tax 
Remove exemption of businesses or professions which by law or ethi re not 
incorporated, and those in which more than 80 percent of gross income 
rived from personal services of owners... --- 1, 350, 000 
Tax rental of real property where no services are performed by owner. Under 
existing law, ifservices are performed by owner rental of real property is subje« 
to tax. Gi : 2 150. 000 
9. Inheritance and estate taxes: Enactment of gift tax law...........-- 100, 000 
10. Insurance tay 
Increase rate from 2 to 2% percent_. canieeie, 5 died = 575. 000 
Increase rate from 2 to 3 percent 1, 150, 000 
11. Personal property tax: No change in existing rate of $2 per $100 of assessment suggested 
rate fixed annually by Commissioners ~ 
12. Real property tax: Rate fixed annually by Commissioners; each 10-cent increase in tax 
rate would provide approximately $1,900,000 additional annua) revenue, existing rate 
$2.2) 1 1. 900. 000 
13. Registration fees. motor vehicles and trailers: No increase suggested; see discussion of 
amendment to law to authorize transfer charge; if law is so amended, loss of revenue ir 
genera] fund would be $230,000_...-. =o : ; 2 9%. 000 
14. Sales and use taxes 
Remove exemption of sales to semipuhblic institutions 80, 000 
Increase from 1 te 2 percent tax on sales of food for hurnan e»nsumption off premises 
where sol.1. 9 4 ) 
Remove exemption of meals (sales of food for human consumption on premises wher 
sold), costing 50 cents or less 900, 000 
Remove exemption of sales of livestock, poultry, seeds, feed, fertilizer, lime, et« 40, 000 
Remove exemption of sales of food in cars, boats, trains, ete 1) 
Remove exemption of sales of medicines, drugs, et (0, 000 
Remove exemption of sules of crutches, eyeglasses, wheel chairs, false teeth, 
il etc... 5 nm Onn 
Tax rentals of tangible personal property owned and held for rental only 1 00 
Establish a tax of 2 percent on admissions. .........-. ‘ 
Establish tax of 2 percent on cigarettes : 100, 000 
Fstablish a tax of 2 percent on communications (principally loca! telephone exchar 
service)... , 400, 000 
Estalish a tax of 2 percent on sales of materials to contractors for constructior 
projects for semipublic institutions (lump-sum contracts only ] Lu 
Subject to sales tax sales at military commissaries, post exchanges, etc No ¢ 
Amen law to authorize taxing receipts from the sale of services such as isement 
f all kinds, laundry and dry cleaning, automobile parking, and storage. Prof 
sional and personal services would not be included 5, 000, 000 
Increase 1 and 2 percent rates under present law to 3 percent 19, 000, 000 


15. Taxes on transfers of corporate shares and other securities, filing or recording of de¢ 
mortgages, and conveyances, and on the issuance of other documents 


110-cent increase. 


*Decrease. 
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PROVIDE REVENUE FOR D. C. AND OTHER PURPOSES 


Mr. Spencer. Before recommending this revenue program to the 
Congress, the Commissioners held a public hearing on October 28 
1955, to which all citizens were invited. Preceding the public hearing, 
the public was furnished a complete statement as to the financial 
problem and reference material on existing tax laws and estimates of 
tax yield from various possible changes. The Commissioners and 
their staff also met various civic groups. 

The obje ctive was to develop a revenue program which would dis- 
tribute the burden of the additional taxes as equitably as possible 
and in a manner which would have the minimum adverse effect on 
the economy of the District of Columbia. 

In developing this program the Commissioners have had in mind 
the importance of not getting the District tax levels seriously out of 
line with those of the nearby counties of Maryland and Virginia and 
thus accelerating the movement of householders and business to the 
suburbs. 

Concurrently consideration was given to an increase in the Federal 
payment. The Commissioners took this matter up with the Director 
of the Bureau of the Budget, and we are pleased to advise that the 
administration concurs in the plan to increase the Federal payment 
by $2 million, making a total authorized Federal payment of $22 
million. 

The result is the revenue program now before you. 

[ would now like to discuss briefly the individual items of this 
program. 

First of all, individual income tax—title I of the bill, pages 4 and 
5 of letter to Speaker Rayburn: 

You will observe that the largest individual tax change isin our individ- 
ual income tax. This proposed change, which will apply to income 
earned during the calendar year 1956 and thereafter, will yield $2.2 
million in the fiscal year 1957 and $3.8 millionin fiscal year 1958 and 
thereafter. 

The first fiscal year of yield on a tax such as this is low because of 
the customary time allowed for making payments. The principal 
changes in this tax are described in the letter to Speaker Rayburn. 

The most important change is to reduce the individual exemption 
from $4,000 to $1,000, placing it in line with the practice of most of 
the States. 

The existing law is perhaps the most liberal in the United States 
so far as personal exemptions are concerned, as under this law a hus- 
band and wife who both have income are eligible for exemptions 
aggregating $8,000. 

As further evidence of how liberal these exemptions are, only 
55,000 taxable returns are filed each year, out of a population of 
approximately 850,000 persons. It is estimated that 165,000 taxable 
returns would be filed under the amended law. 

In addition, two new tax brackets have been added. The present law 
applies a rate of 4 percent to all taxable income in excess of $15,000. 
The proposed law changes this to provide for a rate of 4% percent on 
taxable income between $20,000 and $25,000, and 5 percent on taxable 
income over $25,000. 

We also are proposing to improve our enforcement through having 
the income tax withheld at the source by Federal Government agencies 
and private employers as to those residents of the District who are 
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subject to the tax. This is similar to what is done under the Federal 
income tax law and under the tax laws of many States, including 
Maryland. 

Withholding would commence on October 1, 1956, and in order to 
minimize the customary “doubling-up” of tax payments that occurs 
when a withholding system is first effective, there would be forgiveness 
of 50 percent of the tax for calendar year 1956. 

In brief, the changes proposed in the income tax law will result in a 
tax on earned income somewhat higher than that of Maryland, and 
somewhat less than that of Virginia, but generally in line with the 
practice of many States. 

The second item, rentals of personal property—title II, yield 
$150,000 per year, page 6 of letter to Speaker Rayburn: 

Under present law, rentals of property which constitute ‘continuous 
possession,’ such as punchcard accounting machines, are subject to 
the sales tax. 

Many kinds of property, such as construction machinery, motor 
vehicles, chairs, and scaffolding, are continually rented, but the 
periods of rental to a succession of users are too brief to constitute 
“continuous possession.’”” The Maryland law was amended recently 
to provide for the taxation of all rentals, regardless of the rental period. 

The proposal is to amend the Sales and Use Tax Act so that all 
rentals of tangible personal property will be subject to the 2 percent 
sales tax. 

The next item in the program is to apply the sales tax to the local 
telephone service, apply 2 percent sales tax—title II, yield $400,000 
per year, page 6 of letter. 

This proposal amends the Sales and Use Tax Act so that sales or 
charges to subscribers for local telephone service are subjected to the 
2 percent sales tax. Sales of electricity and gas are now subject to 
the Sales and Use Tax Act. 

The next item on the program has to do with restaurant meals, 
remove special exemption from sales tax for meals costing 50 cents 
or less—title II, yield $900,000 per year, page 6 of letter. 

At present there is an exemption from the 2 percent sales tax of 
restaurant meals costing 50 cents or less. The change makes the 
exemption for restaurant meals 13 cents as in the case of sales generally. 
This change affects only meals costing from 14 cents to 50 cents. The 
tax on meals costing more than 50 cents would not be affected. 

The next item has to do with wine taxes, new 20-cent tax on table 
wine, increase from 20 cents and 30 cents to 45 cents on other wines 
and champagne—title III, estimated yield, $275,000 per year, page 6 
of letter. 

This establishes a tax of 20 cents per gallon on ‘‘table’’ wines—con- 
taining 14 percent or less of aleohol—which wines are not now taxed 
at all. 

The present tax of 30 cents per gallon on champagne, sparkling 
wine, and any artificially carbonated wine is increased to 45 cents. 

The present tax of 20 cents per gallon on other wine containing 
more than 14 percent of alcohol is also increased to 45 cents per 
gallon. 

The Maryland rate on wine is 20 cents per gallon and the Virginia 
rate is 35 cents per gallon. 

The next item is an increase in the liquor tax—title III, estimated 
yield $980,000 per year, page 7 of letter. 
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The present tax of $1 per gallon on spirits is increased to $1.25. 
The Maryland rate is $1.50 on spirits and the Virginia rates ars 
$1.30 to $1.35. 

The next item is the beer tax—title III, estimated yield $925,00( 
per year, page 7 of letter. 

This would increase the tax on beer from $1.25 to $3 per barrel 
The standard beer barrel contains 31 gallons. 

This proposed increase of $1.75 per barrel amounts to an increas: 
of 13 cents per case of 24 cans, or one-half cent per 12-ounce can. 

The Marvland rate is 93 cents and the Virginia rate is $3.10, per 
barrel. 

The next item is an increase in Federal payment over the present! 
authorized $20 million—title IV, amount of increase, $2 million 
page 7 of letter. 

This is a proposal by the Commissioners that the Congress authoriz 
an increase in the Federal payment from $20 million to $22 million 

There is so much to be said on the subject of the Federal payment 
that I would like to pass on to the remaining provisions in the revenue 
program and then conclude my statement with a discussion of the 
Federal payment. 

The next item is the admission tax—title V, vield, $500,000 pe 
year, page 7 of letter. 

This proposes a tax of approximately 2 percent for admission to 
any place to which an admission fee is charged, with no exemptions 
of any type. This differs from the Federal admissions tax which 
exempts nonprofit, charitable, and similar admission charges. Twenty- 
four States tax admissions either by the type of tax we are proposing 
or by including them in the sales tax. In addition many municipali- 
ties tax admissions. 

The tax is computed at the rate of 1 cent for each 50 cents or fraction 
thereof of the amount paid for admission. 

The final item is real-estate tax increase—yield $1.8 million in fiscal 
year 1957 and $1.9 million in fiscal year 1958 and thereafter, page 7 
of letter. 

This plan for increasing the real-estate tax contemplates an increase 
from the existing rate of $2.20 per $100 of assessed value to $2.30. 

It is the intention of the Commissioners to make this increase ef- 
fective for fiscal year 1957 pursuant to their authority under existing 
law to fix the real-estate tax rate. Consequently the proposed legisla- 
tion does not include any provision for increasing the real-estate tax. 

To summarize the effect of the foregoing, the total increased 
revenue expected from the proposed revenue measures is $2 million 
in additional Federal payment and $8.1 million in new taxes for fiscal 
year 1957, a total of $10.1 million. 

In subsequent years the new taxes will yield $1.7 million additional, 
ra total of $9.8 million in addition to the Federal payment increase. 

I would now like to return to the subject of the Federal payment. 
Another enclosure to the letter to Speaker Rayburn is a statement 
summarizing the reasons for increased Federal participation in the 
financial problems of the District, and I would like to read that 
Statement to you. 
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[fue FEDERAL PAYMENT TO THE DistTRICT OF COLUMBIA 


| re lationship of the Federal Government to the District of C Lu Dia 
lescribed by Senator Southard in 1835 when he was chairman of the S 
ittee investigating the fiscal relationship between the Federal and Di 


rnments: 

* * the committee has been unable to separate the interests of the Distr 
) the interests of the United States. They regard it as the child of the Unio 
the creation of the Union for its own purposes. The design of the Constitut 
1 its founders was to create a residence for the Government, where they shoul 

absolute and unlimited control “ee 
It was further described in 1896 by William Howard Taft, later President a 

f Justice of the United States, as follows: 

The object of the grant of exclusive legislation over the District was, therefor 
tional in the highest sense, and the city organized under the grant became t!] 
not of a State, not of a district, but of a nation.’ 

Such a relationship is obviously appropriate, but it is complicated in actual 

ractice. Some aspects of this relationship result in limiting the revenues of th 
District of Columbia; other aspects impose unusual cost burdens upon the Distri 

ause it is the capital of the Nation. 

[Illustrative of the means by which Washington’s revenues are limited becaus¢ 
t is operated as the Federal City, are: 

|. The District was established and developed to serve the Federal Govern: 

s its Capital, and does not have and probably never will have independent bas 

justries that would support it. Asa result, the Federal Government is act 

major “‘industry”’ in the District. 

Recent studies show that a cross section of the Nation’s largest corporatio1 
pay approximately $1 in State and local taxes for every $20 spent for salaries lf 
‘same ratio were applied to the Federal payroll of $950 million in Washingtor 
1 the Federal Government were to pay to the District the amount whic! 


no 





rivate employer of comparable size would pay in State and local taxes, the annual 
Federal payment to the District would be $47.5 million 
2. Land owned by the Federal Government in the District, exclusive of street 
d alleys, amounts to 42.8 percent of the total land area of the District Ne 


ixes are paid on this land and no other major city has such a large part of 
ind and improvements tax exempt. 

This area, together with the improvements thereon, if taxable, would vield $20.4 

llion in real-estate taxes. To further show how industry supports the ordinar 

survey of taxes in the District revealed that for each $1 of real estate ta 
hat is paid by business there is an additional sum of $0.80 paid for other District 
yusiness taxes 

Consequently, if the Federal Government were taxable as a private business in 

District, it would probably pay total taxes of about $37 million. This would 
licate that a Federal payment of between $37 million just mentioned and the 
$47.5 million cited in the previous paragraph could be justified without regard t 
ther considerations. 

Washington attracts tax-exempt activities such as foreign agencies, patriotic 
organizations, and others, because it is the Capital City. Each year more prop- 
erty is taken off the tax rolls. $25 million more of property (privately owned an 
foreign government) is exempt today than just 3 years ago, making a total of 
$187.1 million such property that is exempt. 

1. Building height limitations are set to prevent any commercial structure from 
overshadowing Federal structures, which precludes the skyscrapers common 
large cities. This limitation holds down realty values, likewise tax revenues 
To show the effect of this, Chicago in its central business district has an employ- 
ment density of about 160,000 persons per square mile contrasted with 90,000 in 
W ashington. 

5. Many local residents maintain their legal domiciles elsewhere and thereby 
entirely avoid payment of District of Columbia income tax. Also among District 
residents are an extraordinary number of persons in the military service who are 
exempt from the District of Columbia income tax under the Soldiers’ and Sailors’ 
Civil Relief Act. 

6. Many cities extend their boundaries to include growing suburbs. This 
obviously is not possible here, but is particularly pertinent to our problem in view 
of the fact that contrary to popular opinion the income of District residents is 
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materially lower than in the surrounding suburbs. The income per family in 
1945 and 1954 compares as follows: 





1945 1954 
District ( bia $5,045 | $7,165. 
ton ( , Va 3, 142 | $9,461 (almost trinle 
) ( tv, Me 2, 581 | $8,217 (which is more than triple). 
1 tm i 
Turning to the matter of expenses, the District incurs increased 


costs over and above those incurred by an ordinary city because it is 
the Nation’s Capital. Some examples of these increases are as 
follows: 


1. The Fine Arts Commission and National Capital Planning Commission 
require that most public works structures be designed to harmonize with the 
Federal master plan for the Capital City. The new highway bridge cost $1.2 
million, or 21 percent, extra because of this. The Municipal Center is also an 
illustration of fine monumental construction consistent with such concepts. 

2. The federally conceived plan of the city calls for wide, beautiful, tree-lined 
streets such as few other major cities enjoy. Planting and maintaining these trees 
is costing $400,000 this vear, and further increases are in sight. Wide streets 
also mean additional paving costs. 

3. An unusually fine federally operated zoo is wholly paid for by the District 
of Columbia. The cost this year is about $700,000. 

1. The National Park Service receives about $2 million each year from the 
District of Columbia for maintenance and operation of federally owned and 
controlled parks in the city. 

In addition, the District pays approximately $540,000 per year to support the 
Park Police. This is considerably more park land and more park expenditures 
than are customary in comparable cities. 

5. The large volume of Federal structures imposes significant demands on our 
police, fire, sanitation, and other services, which cannot be precisely computed in 
dollars, but which nonetheless add to the cost of building and operating the city. 
Approximations of some of these costs are as follows: 


Police, special details ‘ ‘ : $60, 000 
Fire, special services 90, 000 
Cleaning streets in Federal areas ; ._ 175, 000 
Installing curbs and gutters abutting Federal property _ 50,000 
Motor-vehicle titling ete. of Federal vehicles___--.- g ; 15, 000 
Temporary home for soldiers and sailors ae pone sc.” 35, 000 


6. The District is unique in being subject to Federal legislation that adds 
considerably to the cost of maintaining the city. For instance, under Public 
Law 648, 79th Congress, as amended, the District is required to share the cost 
of Federal grants for the construction of a hospital center and other hospitals. 
The potential liability for these purposes is $17.5 million. 

7. Because of Federal expansion in the area, Washington is now completely 
encircled by a thickly settled area that is more populous than the city itself, 
and which requires the construction of expensive arterial highways to enable 
suburban populations to move to and from the city. The fact that two rivers 
have to be crossed by much of this traffic requires the construction of very costly 
bridges. 

The District, as do many municipalities, renders many services to commuters. 
Cities such as Philadelphia and St. Louis have solved this problem by the impo- 
sition of an earnings tax. It has been suggested that the District levy such a tax 
to partially compensate for such services. This proposal is meeting strong 
protest by the neighboring communities. However, furnishing services to 
commuters does impose an additional burden on the taxpayers of the District 
that is increasingly difficult to finance. 

Because of the fact that so many people are able to reside here and legally 
avoid some of our taxes, District residents who are subject to full taxation carry 
a disproportionate share of the tax burden. This tax burden is now being mate- 
rially increased, which does not appear to be justified by the trend in incomes in 
the District as compared with its suburbs. (See par. 6, p. 2.) 
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These conditions, generally peculiar to the District of Columbia, make it quite 
apparent that extensive Federal participation is needed and justified in the 
financial affairs of the District, and in fact indicate that the organic act of 
Congress creating the city showed a keen perception of the future when it con- 
templated financing the costs of the city on a 50—50 basis. 

The vears that the 50-50 relationship has been in disuse, that is, since 1920, 
are principally the years during which so much of the city has fallen into disrepair 
and decay and municipal services and facilities have lagged behind the needs. 
Such needs are much greater for a city that is required to strive toward being a 
model and is constructed along beautiful, but costly monumental lines. 

At this time when the city again needs additional revenues, we believe it to be 
only equitable that the Federal Government again recognize its obligation to its 
Federal city by providing a more equitable share of the increased costs of running 
the city 


The attachments are as follows:) 


PER CAPITA TAXES 
RE 


1951 19521953 _1954 1955_ 1956 1957 
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Washington, D. C., including Federal payment, as this payment is 
comparable to taxes paid by industry in other localities. 


smmsevsssevecceseees Weighted average of comparable cities, In 1951 this covers cities 
of 600,000 to 1,000,000 population, excluding Washington, D. C., 
because data for all Class II cities (500,000 to 1,000,000) are 
not available for that year. The years 1952, 1953, and 1954 
include all Class II cities, except Washington, D. C. The last 
official data are for 1954. The projection of these data to 1957 
is on a straight-line basis corresponding to the rate of increase 
for 1951 through 1954. 


SS Washington, D. C., excluding Federal payment. 


SSS 


1 
The last official data are for’l955. The years 1956 and 1957 are based on the 
effects of recent and pending tax increases. 


Department of General Administration, D. C. 
December 30, 1955 
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BrieEF HIsToRICAL BACKGROUND OF FEDERAL PAYMENT 


Che organie act for the commission form of District government was ap 
proved June 11, 1878 (20 Stat. 102, ch. 180). Section 3 of that act provided th 
method for transmitting the estimates of the city government to the Congress and 
as to Federal participation provided, as follows 

‘To the extent to which Congress shall approve of said estimates, Congress shal 
appropriate the amount of fifty per centum thereof; and the remaining fifty pet 
centum of such approved estimates shall be levied and assessed upon the taxablk 


property and privileges in said District other than the property of the United 
States and of the District of Columbia.” 
From 1879 to 1924, we were on the 50-50 basis—this system being established 


as indicated by the act approved June 11, 1878. Notwithstanding this act of 
Congress, however, in making appropriations for the District for the fiscal years 
1921 and 1922, Congress provided for a 40-60 basis. In 1923 the 40—60 basis of 
appropriating was made permanent law. However, the District received varying 
amounts from 1925 through 1939. The law establishing the 40-60 basis of ap 
propriating was repealed by the provision of the District of Columbia Revenu 


Act approved May 16, 1938. 

The District of Columbia Revenue Act of 1939, approved July 26, 1939, author 
ized to be appropriated, as the annual payment by the United States toward 
defraying the expenses of the eee of the District of Columbia, the sun 


of $6 million This was the amount of the Federal payment for each of the fiseal 
years 1940 through 1946. For the fiscal year 1947, the Federal payment was set 
at $8 million. During these years and up to July 1, 1947, the water fund received 
no portion of the annual payments made to the District of Columbia government 
by the Federal Government. After exhaustive hearings by a joint fiscal commit- 


tee, the Congress approved the law in reference to the annual Federal payment t 
he District of Columbia, being the District of Columbia Revenue Act of 1947 
apprové d July 16, 1947. Article 6 of that act provides as follows: 

“For ' fiseal year ending June 30, 1948, and for each fiscal year thereafter 
there is some by authorized to be appropriated, as the annual payment by thé 
United States toward defraying the expenses of the Government of the District of 
Columbia, the sum of $12,000,000, of which $11,000,000 shall be credited to the 
general fund of the District of Columbia and $1,000,000 shall be credited to the 
water fund of the District of Columbia, established by law (title 43, ch. 15, D. C 
Code, 1940 edition).’’ 

The District of Columbia Public Works Act of 1954 was passed and enacted 
into law May 18, 1954. By it Congress amended the District of Columbia 
Re venue Act of 1947 (61 Stat. 361) by providing the following section: 

‘Sec. 2. (a) For the fiscal year ending June 30, 1955, and for each fiscal year 
thereafter there is hereby authorized to be appropriated, in addition to the sums 
appropriated under section 1 of this article, an annual payment by the United 
States toward defraying the expenses of the government of the District of Colum- 
bia in the sum of $9,000,000: Provided, That so much of the aggregate annual 
payments by the United States appropriated under this article to the credit of 
the General Fund as is in excess of $13,000,000 shall be available for capital outlay 
only, and then on a cumulative total basis only to the extent of not more than 
50 per centum of the cumulative total of capital outlay appropriations payable 
from such general fund which becomes available for expenditure on or after 
July 1, 1954 

‘“‘(b) If in any fiscal year or years a deficiency exists between the amount ap- 
propriated and the amount of $20,000,000 authorized by this article to be appro- 
priated, additional appropriations are hereby authorized for subsequent fiscal 
years to pay such deficiency or deficiencies.’’ 

The budget estimate for $20 million for 1955 was approved by the Congress. 
The budget estimate for $20 million for 1956 was reduced by the Congress to 
$18 million. 
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Statement showing increases for salaries and pensions authorized by legislation 
District of Columbia, 1946 to 1955, inclusive—Continued 


PENSION INCREASES 








. . Public Salar 
and item Congres es . 
Year and "= aS CeS law Increase 
Fiscal year 1946: Police and firemen 79th 151 $292, 1% 
Fiscal year 1947 
Police and firen Tee aces 491 203, 315 
Teachers and < 79th 624 350, 00 
Total, 1947 553. 315 
Fiscal year 1950: Police and firemen (widows and children of Bist... 208 340, 000 
Fiscal year 1952 
Teachers’ rement (amendment) 82d 274 400, 000 
Police and fire pensions 82d 207 280, 000 
Total, 1952 da 680, 000 
Fiscal year 1954: Police and fire pensions 83d___. 74 333, 000 
Fiscal year 1955: Police and fire pensions__--- ; r 84th___ 244 440, 000 
Total, pension increases 4 a 2, 638, 505 
Total, all increases . 49, 625 





General fund, government of the District of Columbia—Financial status for the 
fiscal years 1956 and 1957 





1956 1957 
INCOME 
District of Columbia revenues $117, 920, 000 $118, 615, 000 
Federal payment (1956, Public Law 131 18, 000, 000 20, 000, 000 
Unexpended t ce released to surplus 1, 450, 000 100. 000 
Surplus at begi ig of year 5, 830, 199 
Total funds available 143. 200. 199 1 138. 715. 000 


FUNDS REQUIRED 





Operating 
mental 


Cost of p: 


*s (excluding pay raises but including other known supple- 
year 1956) 





», 390 123, 685, 413 








iv raises 3, 778 &, 213, 778 

Capital outlay (including 1957 items proposed for later transmission) 3, 800 14, 681, 900 

Reserve for supplementals : ae 1, 000, 000 
Total funds required 146, 413, 968 2 147, 581, 091 

Deficit or surplus for year —3, 213, 769 8, 866, 091 

Federal payment restoration (to be requested in 1956) 2, 000, 000 

Additional funds required to eliminate deficits ‘ 1, 213, 769 8, 866, 091 
Tota] additional revenue needed by June 30, 1957__ -- a 10, 079, 850 





lhe rescission of the 1955 appropriation for the tuberculosis building at the District of Columbia Genera 
Hospital has been recommended. When approved, the sum of $2,600,000 will be added to funds available, 
making a total of $141,315,000 of income. 

2 Concurrently with the action involved in note 1, $2,600,000 will be recommended for reappronriation for 
other capital outlay in order to maintain the public works program on schedule. This sum would thereupon 
be added to funds required, leaving the net deficit unchanged, but making a total of $150,181,091 of funds 
required 
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District of Columbia appropriations payable from the general reve nues of the District 





Columbia fer the fiscal years 1924 to 1957, exclusive in each case of appropriations 
nayable from the highway fund, the water fund, the sanitary sewage works fund, 
the motor vehicle parking fund, and trust funds, and the apportionment of appro- 
priations between the District of Columbia and the United States 
Percent- Percent 
Total ap- District United ge of Fiscal Total ap District United f 
i propria- | of Colum- States United ce S propria- | of Colun States United 
tions bia share share States e tions bia share share States 
share sha 
24 $23, 903, 754'$14, 463, 330 $9, 440, 425 39. 49 1941 43, 136, 909' 37, 136, 909) 6, 000, 000 13. 91 
ry 31. 175, 672) 22, 030,317) 9, 145, 355 29. 33 1942 47,401, 269) 41, 401, 269) 6, 000, 006 12. 66 
19% 31, 139, 730) 22, 139, 638) 9, 000, 092 28. 90 1943 49, 422, 932) 43, 422, 932) 6, 000, O06 12.14 
1927 33, 951, 478) 24, 950, 987; 9, 000, 491 26. 51 1944 54, 642, 247! 48, 642, 247) 6, 000, 006 10. 98 
1928 34, 894, 148) 25, 892, 358) 9, 001, 790 25. 79 1945 62, 599, 125) 56, 599, 125) 6, 000, 000 9. 58 
29 35, 957, 970| 26, 957,753) 9, 000, 217 25. 03 1946 64, 728, 423 iT 423! 6, 000, 00K 9. 27 
13 40, 694, 306) 31, 694, 306) 9, 000, 000 22. 12 1947 72, 584, 314) 64 , 584, 314; 8, 000, 000 11.02 
1931 45, 625, 286) 36, 125, 252) 9, 500, 034 20, 82 1948 81, 744, 086) 70, 744, 086) 11, 000, 006 13. 46 
1932 $3. 840, 022) 34, 339.911) 9, 500, 111 21. 67 1949 86, 017, O85 75, 017 985/11. 000. 000 12.79 
19 39, 626, 998) 31,851,847) 7,775, 151 19. §2 1950 98, 331, 275) 87, 331, 275) 11, 000, 006 11.19 
1934 29, 700, 737| 24, 000, 708) 5, 700, 029 19. 19 1951 103, 924, 822) 94, 124, 822) 9, 800, 000 9. 43 
35 34, 620, 004) 30,080, 709) 4, 539, 295 13. 11 1952 121, 265, 978) 110, 865, 978) 10, 400, 000 8. 58 
19 38, 295, 952) 32, 588, 424! 5, 707, 529 14. 90 1953 113, 589, 327) 103, 589, 327) 10, 000, 000 8. SU 
1937 40, 182, 768) 35, 177,768) 5,005, 000 12. 46 1954 129, 111, 304) 118, 111, 30411, 000, 000 8. 52 
138 41, 143, 818] 36, 118, 792)° 5, 025, 026 12. 21 1955 139, 578, 760/119, 578, 760 20, 000, 000 14. 33 
1¢ 40,494,451) 35, 494, 451! 5,000, 000 12. 35 1956 2 143, 365, 868) 125, 365, 868) 18, 000, 000 12. 56 
1940 41,777, 885) 35, 777, 768) 6,000, 117 14. 36 1957 ? 152, 475, 391) 130, 475, 391) 22, 000, 000 14. 43 
wr to 1923 the percentage of the United States share was set at 50 percent 
? Estimates: Items for 1957 include estimates of $13,215,500 proposed for later transmission and a ed 
‘rease in Federal payment of $2 million. 
NOTE lhe restoration of the $2 million reduction in Federal payment, made in 1956, will increa he 


percentage for fiscal year 1956 to 13.95 percent. 


Mr. Spencer. That concludes my formal statement, Mr. Chairman, 
= the Commissioner and the staff personnel here will be pleased to go 
into these matters more fully should the committee desire it. And we 
will be happy t o try to answer any questions 

Chairman Smirx. Thank you, Mr. Spencer. 

Our chairman of the District Committee, Mr. McMillan, is here, 
and would like to ask Mr. Spencer some questions because he wants to 
get away. 

Mr. McMillan. 

Mr. McMiuuian. Mr. Spencer, I want to congratulate you and the 
Commissioners on the fine report that vou have made to our committee 
and in giving us the items that you feel could be taxed in addition to 
what is already being taxed. 

I believe that you have stated in your statement you are interested 
in trying to tax the people who are receiving the benefit of these 
services. 

Mr. Spencer. That is right. 

Mr. McMiiuan. And you do not think it would be much easier on 
the Members of Congress, and everyone, if we just add 1 penny tax 
to the present sales tax and let the people who come here and fill up 
our schools and employ other services that do not pay any other 
taxes, by letting them pay 1 additional cent tax? 

Mr. Spencer. Mr. Mc ‘Millan, that has certainly many advantages 
and we have given careful consideration to it. 

In the first place, it is very simple as you indicate, but we have 
made inquiries among a number of leading citizens of the community 
; businessmen, newspaper editors, and civic leaders—with respect to 

what their judgment is on that tax and they seem pretty generally 
to have the feeling that the items which we have suggested here would 
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e less burdensome on business than to increase the sales tax at this 
time 

And the reason they felt that way is at the present time the Stat 
of Virginia does not have any sales tax; Maryland has a 2 percent sak 
tax just as we have. But they felt that with Virginia right next doo: 
to us, with no sales tax, a lot of our business would move over t 
Virginia and for that reason they tended to favor the rather widely, 
distributed plan of additional revenue that we have submitted. Tha 
was also our judgment on it. 

Mr. McMittan. I can see how they feel about this proposal but | 
don’t believe they are correct in their thinking because I live in Vii 
ginia. I have lived over there several years, and I buy radios and othe: 
items over here in Washington and pay taxes on them, and I do not 
object to the 2 cent sales tax. 

We have a 3-cent sales tax in my State, which is supposed to be 
about the fourth State from the bottom in finances, and I have neve 
heard anyone complain about the sales tax in South Carolina. 

We collect approximately $80 million a year and every dime of it 
goes to schools—to erect sc -hool buildings and other school items 
And I have never heard one person mention that they are overtaxed 
on account of the sales tax. 

| believe that we could take this $2 million additional Federal pay- 
ment you mentioned and lower the income-tax exemption down to 
$2,000 as they have in Virginia, also including maybe a little property- 
tax increase and we could solve this problem with a ve ry few hearings 
and I believe we would get the people taxed who need to be taxed 
around here. 

Mr. Spencer. Actually, if you increase the sales tax by 1 percent 
it would bring in somewhere between $8 million and $10 million de 
pending on whether it was extended to food or not. 

Mr. McMunuan. I would like to do a good job while we are on this 
subject so we will not be called on in the next 10 years to increase the 
District taxes. That is my personal opinion, I am just speaking fo1 
myself. In fact, I do not know whether another member of this com- 
mittee agrees with me on this additional sales tax or not, but I am just 
expressing my opinion here and I think it is your opinion that people 
who pay no taxes here should pay some taxes if they use our schools, 
and are protected by the police and protected by the other people 
who receive these salary increases that has caused this deficit. 

Mr. Spencer. It is that. There is a great deal to be said for a sales 
tax in this area because we have many transients here. 

Mr. McMuiuian. I do not know where a sales tax would apply 
better than in Washington. I know of people like in sections I could 
name who come to Washington, they all own no property and pay no 
taxes, because they make less than $4,000, but they have 5 children 
in school and they pay no income taxes. 

Those are the type of people that should pay some kind of taxes 
and that is the only way you can tax them. 

Mr. Spencer. Well, I agree with you, sir, that there is much to be 
said for that, but it is our feeling that at the present time with this 
situation in Virginia, this other program would be a little bit better 

Mr. McMuuan. I fully realize what you have in mind. But | 
imagine Virginia will soon have to do something—I cannot speak for 
them but I believe they will have to put on a sales tax also. 
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That is about all I want to say. I just wanted to find out if you 
people would seriously object, if you would ask the President to veto 
this bill if we added to the sales tax. 

[ do not want any more of this going to the President about vetoing 
a bill that has passed. 

You would not ask him to veto a bill if we would substitute the 
sales tax, would you? 

Mr. Spencer. I don’t know that I am prepared to commit us on 
that finally at this time, Mr. McMillan. 

Mr. McMriiuan. You are interested in getting the additional 
revenues. That is your interest in being here today, is to get additional 
funds; is that not right? 

Mr. Spencer. That is it; that is exactly right. 

Mr. McMuzan. It is up to us to find the additional revenue. 
Thank you very much. 

Mr. Chairman, at this point in the record I ask permission to file 
a statement and certain charts by Mr. Clinton M. Hester, who is coun- 
scl for the United States Brewers Foundation. 

The CHARMAN. Without objection, the statement will be inserted 

this point. 

The matter referred to follows:) 


STATEMENT OF CLINTON M. HeEstTEeER, WASHINGTON CoUNSEL, UNITED STATES 
BREWERS FOUNDATION 


Mr. Chairman and members of the joint committee, my name is Clinton M. 


Hester. I am an attorney with offices in the Shoreham Building, this city. I 
ippear here today on behalf of the United States Brewers Foundation, New 
York City, in opposition to an increase in the District excise tax on beer. The 


foundation, for which I have been Washington counsel for many years, now in its 
94th vear, is the oldest trade association in the United States in continuous 
peration since its establishment. Its members produce in excess of 85 percent 
if the beer manufactured in this country. 

Beer is already overtaxed in the District of Columbia with a Federal tax of 
$9 per barrel, a District of Columbia tax of $1.25 per barrel and a District of 
Columbia sales tax of about $1 per barrel, making a total tax of approximately 
$11.25 per barrel. Two years ago, the District Commissioners made a similar 
exorbitant recommendation that the District of Columbia beer tax be increased 
from $1 to $3. This same joint subcommittee, after hearing extended testimony 

opposition to any increase, voted to reject the District Commissioners’ recom 
mendation of a $2 per barrel increase and to approve, instead, an increase in the 
beer tax of 25 cents per barrel. 

The District Commissioners should favor increasing the consumption of beer 
sales in the District in the interest of moderation. Thomas Jefferson was so de- 
irous of increasing the consumption of beer in the United States in the interest 
f moderation, that he sent abroad and secured and brought to the United 
States the best brewmasters in Europe to teach the people in the several States 
the art of brewing beer. 

The District Commissioners would have the Congress tax beer as a luxury. 
But beer is a food and is so recognized by Government agencies. It is the work- 
ingman’s beverage. In fact, it is a part of his daily diet and is so regarded by 
the Bureau of Labor Statistics of the Department of Labor. However, the retail 
price of beer has become so high, due principally to excessive excise taxes, that 
it will soon become the rich man’s beverage if, in fact, it has not already reached 
that stage. 

Beer sales have been standing still nationally since 1947 and in the District of 
Columbia have been declining substantially since 1950, despite the growing 
population, both nationally and in the District. During the same years the 
sales of most other commodities in the United States have increased tremendously. 

The reason for this decline in beer sales is principally high excise taxes which 
few other commodities are required to pay. In the interest of fairness, it must 
also be said that the decline in beer sales is due in some measure to high material 
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costs, high wages in the brewing industry and constantly increasing materia] 
and labor costs. Within the past week the historic Christian Heurich Brewing 
Co., the only brewery in this city, closed its doors, as did the Fort Pitt Brewing 
Co. of Pittsburgh, Pa., which only a few years ago was one of the large breweries 
in the United States. 

The Federal Government has lost approximately $2 million in Federal excise 
taxes on beer because of declining beer sales in the District of Columbia in th 
past few years. Beer sales in 1951 were 610,000 barrels and by 1955 had declined 
sharply to 519,000 berrels. These losses were due principally to the cumulative 
effect of the increase in the District beer tax from 50 cents to $1 and the imposi- 
tion of the District sales tax on beer by Congress in 1949, the addition of the $1 
Federal tax by the Congress, from $8 to $9 per barrel in 1951, to assist in the 
prosecution of the Korean war, and the increase 2 years ago of 25 cents per barré 
in the District beer tax from $1 to $1.25. Any further increase in the District 
beer tax at this time will obviously result in additional losses in excise taxes to 
the Federal Government. 


BREWING INDUSTRY STANDS STILL; OTHERS PROSPER 


There are still other reasons for not increasing the beer tax in the District, but 
before discussing them in detail, we should like to call to your attention the 
position of the brewing industry in relation to other American industries and the 
extent to which it has lagged behind the rest of our economy. 

The brewing industry became a brand new industry in the United States when 
the 18th amendment was repealed. After a decade of existence, the industry 
had achieved a fair measure of success and by 1944 was selling about 80 million 
barrels of beer. Per capita consumption, the true sales indicator, has never 
reached preprohibition levels, which was about 21 gallons per capita compared 
to 16 gallons per capita today. And, in this connection it will be recalled that in 
preprohibition days almost one-half of the United States was dry, compared to 
about 9 percent today. 

Che unparalleled boom and prosperity which our Nation has enjoyed for over 
10 years, have given consumers greater purchasing power and enabled them to 
live better. This is shown by chart No. 1 in the appendix depicting the rise in the 
gross national output in goods and services. This industry has not shared in our 
Nation’s prosperity; its sales have not boomed along with sales of other industries 
or even kept pace with the growth in population. The fact is, the brewing indus- 
try nationally sells less beer today than it sold 8 years ago (1947). This era of 
prosperity has meant increased sales and greater profits for practically all indus- 
tries except the brewing industry. 
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CHART 1 


GROSS NATIONAL PRODUCT 


IN CURRENT AND CONSTANT DOLLARS 
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The value of brewing industry stocks within the past year dropped more than 
15 percent. Indeed, out of 97 leading industries listed in The Outlook, issue of 
January 9, 1956, published by Standard & Poor’s (copy appearing in the appendix), 
the brewing industry suffered a greater loss in value and public confidence in its 
stocks than all other industries with the exception of gold mining and fertilizers. 

The nationally recognized investment survey, The Value Line, published by 
Arnold Bernhard & Co., Inc., advises its subscribers: “Invest warily in the 
brewing stocks.” 
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CHART 2 


BEER SALES HAVE STOOD STILL 
SINCE 1947 


( Sales in millions of barrels ) 
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Chart No. 2 shows graphically how national beer sales have declined since 1947 
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DECLINING PER CAPITA CONSUMPTION 


By looking at chart No. 3 you will note that the amount of beer consumed per 
rson has been declining at the very time our Nation has been enjoying prosperity 
| rising national income. 


CHART 3 


BEER SALES 
AND PER CAPITA CONSUMPTION 
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BREWING INDUSTRY LAGS BEHIND 


Let us confine ourselves for a moment to the past 8 years. During this period, 
nsumers’ incomes have been rising. The public now spends on items of personal 
onsumption about 40 percent more than it did in 1947. This norm or average 
growth is what the brewing industry could have reasonably expected to attain. 
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Chart No. 4, Changes in Consumer Expenditures, shows that since 1947 a 
expenditures for malt beverages increased only 11 percent. In reality, there was 
no actual increase in beer consumption. The 11 percent represents increases in 
the price which were largely caused by high Federal and State taxes. 


CuHarT 4 


CHANGES IN CONSUMER 
EXPENDITURES SINCE 1947 
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Source: Notional income 1954 Edition - Supplement ond Survey 
of Current Business, U.S. Dept. of Commerce 


The amount spent for automobiles, gasoline, and oil has increased 90 percent, 
while phonograph records and television and radio sets have increased 73 percent. 
Beer is one of the few products that has not kept pace. The increase of television 
explains the decrease in motion-picture attendance and spectator sports. The 
decline in first-class railroad transportation is attributable to competition from 
the airlines. 

Chart 4A depicts even more graphically how soaring taxes have caused beer 
to be bypassed in our Nation’s booming prosperity. This chart includes groceries 
which have increased 76 percent since 1947, tobacco with a rise of 36 percent, 
toys up 33 percent, and soft drinks 31 percent higher than 1947. 
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CuHart 4A 


SOARING TAXES CAUSE BOOM 
TO BY-PASS BEER 


Beer Sales trail other products - 
as consumers spend and consume more since 1947 
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HIGH TAX BURDEN 


The high tax burden borne by the brewing industry immediately becomes 


ipparent when it is compared with the automobile industry. The brewing in- 
dustry had sales at the manufacturers’ level of about $1,800 million in 1953; the 
automobile industry had sales nearly 5 times as great—about $9 billion. The 


Federal Government imposes an excise tax on both beer and motor vehicles, 
Yet the striking fact is that each industry paid about the same amount in Federal 
; excise taxes (three-quarters of a billion dollars). 

4 The automobile industry produced about $9 billion of motor vehicles and paid 





| 3 an average of about 9 percent on sales at the manufacturers’ level. In striking 
a contrast, the brewing industry paid nearly 40 percent on sales at the manu- 
id facturers’ level. 
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HIGH WAGE SCALE 
The brewing industry is completely unionized and has one of the highest wag 
scales of any industry in the United States. This is so despite the fact tha 
a vast majority of the workers in the industry are semiskilled. The averag 
weekly wage in the industry was $94 in 1955. And this $94 does not includ: 
vacation pay, shift differentials, overtime, group insurance, pension benefits, 


CHART 5 


WAGES IN THE BREWING INDUSTRY 
HAVE SOARED 


Dollars (Average weekly earnings) 
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drivers’ commissions. Indeed, the employee’s actual] earnings are well over $100 
a week for the industry as a whole. In Jarge cities, the earnings run still higher. 
For example, the men who drive beer trucks for a typical Baltimore brewery 
averaged better than $165 a week for each week of last year. 

To illustrate further, in the brewery bottling plant, with no skill whatsoever 
required, employees receive $5,000 per year, on the average. 
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CHART 6 


DISTRICT BEER SALES 
ARE SHRINKING 
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No. 5 illustrates how much higher brewing industry wages are than the 
wages paid by all manufacturing industries. In 
average weekly wages were $93; all food industries, for example, were 
all manufacturing were $71 per week. 
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produce 

or more than 10 percent of the new tax revenue they desire. (The Commission¢ 

isking $10,100,000 in new revenue. Of this, $2 million represents addition: 
This is based on the highly optimistic assumptio 

yet that beer sales will remain at tl! 


nearly tripled, } 
In view of the District’s experience wit 


additional District revenue in the amount of about $925,000 each ye 


are a 
Federal appropriations. 
that the beer tax can be 
1954 level of about 524,000 barrels. 
CHART 7 


INDEX OF PER CAPITA 
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beer sales during the past 4 years, such optimism on the part of the Commission: 
marked 


This is indicated by chart No. 6 showing the 
namely, from 610,000 to 519,000 


is obviously not justified. 
District since 1951, 


decline in beer sales in the 
barrels in 1955. 

The industry, from many years of experience, knows the depressing effect beer 
taxes have upon consumption. Perhaps this can be best described by showing 
you chart No. 7 which compares the index of per capita beer_consumption in th: 
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; District with the index of per capita consumption for the United States. This 


chart takes into consideration not only population changes, but also bases both 
eurves on a single year—1940—which is considered a normal year for both the 
Distriet and the United States. 

The District Commissioners apparently do not realize that brewers are unable 
. absorb inereases in excise taxes and must pass them along to the consumer 
And that thereafter, at each level, the increase is pyramided all out of proportion 
to the actual tax, particularly by the tavern and restaurant. This pyramiding is 
bhevond the control of the brewers. When any beer tax is increased the increase 

nvramided at the consumer level into an increased price for each bottle of beer 
r a reduction in the size of a glass of beer. 

The retail price of beer has been raised following each tax increase and beer is 

being priced out of the mass market. Indeed, the retail price of beer has 
me so high, due principally to excessive excise taxes, that it will soon become 
rich man’s beverage if, in fact, it has not already reached that stage. 

In 1949, the average brewery was earning $3 per barrel. Today the average 

earning is about $1 per barrel and within the past year one of the largest breweries 
the United States earned only 52 cents a barrel. 

Last year, approximately 10 breweries went out of business, leaving about 279 
reweries in operation. Of these breweries, more than 100 lost money last year. 
\ny further increases in excise taxes, material costs, or wages may well mean the 

closing of more breweries. 


DECREASE IN DISTRICT BEER CONSUMPTION COSTS FEDERAL GOVERNMEN' 
HUGE SUMS 


Che retail price of beer has increased to such an extent that today a bottle cf 
beer in Washington costs from 35 to 50 cents. In pre-World War II days it sold 
from 10 to 15 cents. Surveys which we have made within 10 blocks of the 
Capitol, indicate that a drink of whisky can be obtained in most taverns and 
restaurants for less than the cost of a bottle of beer. Indeed, this is true in most 
taverns and restaurants in Washington especially during the period from 10 
a. m. to 6 p. m. 

The tax research division of the United States Brewers Foundation continu- 

ly studies the effect of tax rates on beer consumption. In 1954, it forecast 

at at a $3 tax rate, beer consumption in the District would decline to 453,000 
irrels. In the light of the 1954 and 1955 declines in District beer consumption, 
e division now projects beer consumption at 411,000 barrels with a $3 per 

barrel beer tax rate. 

Therefore, the District Commissioners’ estimated revenue from a $3 rate is 
nrealistic. With a decline in consumption to 411,000 barrels, as the founda- 
on’s experts forecast, the District’s revenue from beer at $3 a barrel would be 
bout $1,250,000, an increase of only about $600,000 over current revenue from 

beer. But—and this is of utmost concern to the Congress—with this decline in 
beer consumption in the District from 519,000 barrels in 1955 to 411,000 barrels, 

e Federal Government, at its beer tax rate of $9 per barrel, would lose more than 
$1 million annually. Thus the Federal Government would lose far more in 
l'ederal beer excise tax revenue than the District would gain in additional District 

* beer tax revenue. 

Kighteen States, including the District of Columbia, have an excise tax on 
eer of $1.25 a barrel or less. These States and their rates are: California, 62 
ents; Wyoming, 62 cents; Missouri, 62 cents; Colorado, 93 cents; Maryland, 93 

ts (the neighboring State of Virginia has a tax of $6.60 on beer in bottles and 
ans and $3.30 on draft (keg) beer. Ninety percent of all beer sold in Virginia 
* is in bottles and cans. Accordingly, the weighted average tax of bottle and 
raft beer is $6.19 per barrel); Nevada, 93 cents; Connecticut, $1; Montana, $1; 
ode Island, $1; Washington, $1; Wisconsin, $1; New Jersey, $1.03; New York, 
03; Utah, $1.10; Illinois, $1.24; Nebraska, $1.24; Michigan, $1.25; and District 
Columbia, $1.25. 
Seven of the 9 members of the Senate Committee on the District of Columbia 
1 11 members of the House Committee on the District of Columbia are from 
States. In these States, the average weighted per capital consumption is 
gallons. In all other States with an excise tax rate in excess of $1.25 per 
rrel the average weighted per capita consumption is 11 gallons. 
Thus, the Federal Government, because of high per capita consumption in 
se States having low excise taxes, receives tremendous sums in Federal excise 
es at $9 per barrel. On the other hand, the Federal Government, because of 
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low per capita consumption in those States having high excise taxes, loses enor- 
mous sums in Federal excise taxes. 

The States, of course, raise their own revenue and pay their own government 
operating expenses, but the District of Columbia has to rely upon Congress to 
appropriate Federal funds to pay a portion of its operating expenses. It would 
therefore, be a paradox if, by raising the beer tax rate, the Congress should cause 
the Federal revenue from beer sales in the District to decline further. And at the 
same time for Congress to appropriate additional Federal moneys to pay for the 
cost of operating the District government. 

The Commonwealth of Massachusetts offers a typical example of a State raising 
its tax on beer and causing the Federal Government to lose millions of dollars in 
revenue. On July 1, 1947, Massachusetts doubled its beer tax from $1 to $2 per 
barrel. As a result of this increase, beer consumption in Massachusetts declined 
from the year 1946, when the beer tax was $1, as follows: 


Barrels 

1948 : $s paeie Matte no 165, 000 
1949 ; ie ; . 129, 000 
1950 nm “ “ 159, 000 
1951 ei. mice sice . , 296, 000 
1952 _ pine santos ‘ ‘ ‘ ‘ 275, 000 
1953 . 4 hee? an 288, 000 
1954 : 161, 000 

Total . ‘ ; — — j “ 1, 773, 000 


This 7-year beer consumption loss has cost the Federal Government almost 
$16 million. 


DOUBLE SALES TAX 


An excise tax on beer is nothing more than a special sales tax on beer imposed on 
top of the regular District retail sales tax of 2 percent. This special sales tax, 
like all sales taxes, bears most heavily on those who can least afford the tax burden 
Thus the workingman, who consumes a bottle of beer, pays as great a tax on his 
beer as does the wealthy man. It is the lower and middle income groups on which 
this increased tax would primarily fall. 

Indeed, instead of being one of a number of products penalized by a special tax, 
beer should be subjected only to the District’s 2 percent sales tax just as are the 
vast majority of consumer items such as food, soft drinks, washing machines 
toasters, radios, and television sets, etc. 


DISTRICT CONSUMPTION DECLINING 


Despite the growing population in the District, beer sales have been shrinking 
since 1951 as is shown on chart No. 6. The following table describes how con- 
sumption dropped from a high in 1951 of 610,000 barrels. 


Total loss 


Consumption) Decline from | °° 
onsumption} Decline from | i), Federal 


: aisha Or 
in barrels 1951 cidenean 
1951... . 610, 000 . < 
1952 588, 000 22, 000 
1953 ‘ is ‘ are 566, 000 44, 000 
1954... . . nite cant int - saneca 524, 000 86, 000 
1955. 2 ts e sp eel eh oleracea ion 519, 000 91, 000 
Total. ; 5a hci lib ati oan nelle Malinda Maan 243, 000 $2, 172, 000 


The District loss in consumption for the 4-year period was 243,000 barrels and 
the revenue loss about $320,000. At the same time, this 243,000-barrel decline in 
consumption in the District cost the Federal Government in 4 years more than $2 
million in lost revenue at the tax rate of $9 a barrel. 


PRECEDENT FOR NO TAX INCREASE 


The 84th Congress repealed the manufacturers’ excise tax on motorcycles 
effective September 10, 1953. The Ways and Means Committee report states: 

“Your committee believes that where there is a general and steady decline in an 
industry during a period of generally rising profits it is undesirable to ask the 
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industry to pay special excise taxes. Moreover, the fact that the aggregate 
amount collected from the motorcycle industry is not large, makes it possible 

» make this reduction without seriously impairing the revenue” (H. Rept. 1140, 
84th Cong., Ist sess. 

We respectfully submit that this is a precedent for not increasing the District 
beer tax since the brewing industry is in the same position as the motorcycl 
industry and the increase in the tax will cause the Federal Government to lose 
furthe r revenue 

In commenting on the District Commissioners’ proposal in 1954 to increase the 
beer tax from $1 to $3 per barrel, a distinguished member of the Senate Com 
mittee on the District of Columbia, the Honorable Wayne Morse, said in part 
on the floor of the Senate: 

‘“* * * Tam a teetotaler * * *,” 

‘In recent times, there has been a substantial increase in the tax on the poor 
nan’s drink—beer.”’ 

‘T do not think that I am following sound public policy when I seek to misuse 
the tax laws by imposing a penalty upon a group of manufacturers who, by law, 
are manufacturing a perfectly legal product * * * neither doI think * * * Iam 
following a very sound public policy when I use the tax device as a means of 
seeking to impose a form of prohibition, at least upon those who cannot pay 
the increased prices which will result from what I believe to be unjust taxes.” 

“Tf it is desired to make the product (beer) illegal, let us approach the question 
directly, and not through the indirect back door of inequitable, unfair, unjust tax 
imposition.” 





INCOME TAX A MORE EQUITABLE SOURCE OF REVENUE 


The Commissioners are requesting $10,100,000 in additional revenue. They 
recommend changes in the income-tax laws which they estimate will yield only 
$3,800,000 annually in additional revenue. We are convinced that their estimates 
are entirely too conservative and that their proposal for changes in the income-tax 
laws alone would bring in additional revenue receipts in the amount of $10,200,000 
We have arrived at our own estimates after a careful study of their proposed 
income-tax changes and after consulting experts on the subject. 

If the committee would obtain the advice of experts, independent of the Com- 
missioners and their staff, we are confident the experts would arrive at estimates 
that would closely approximate our own estimates. 

This additional revenue would make it unnecessary for the committees to recom- 
mend to the Congress any of the other numerous proposals of the Commissioners 
for new revenue, including an increase in the District beer tax 


CONCLUSION 


For the reasons stated, we respectfully urge the members of the Senate and 
House Committees on the District of Columbia to reject any recommendation 
for any increase in the District beer tax. 

Thank vou. 

APPENDIX 


THE OUTLOOK 
Group Performances in 1955 
PERCENT CHANGES IN Stock Groups IN 1955 


While 1955 will go down on record as another good year in the stock market, 
it did not match the 1954 performance. As measured by the Standard & Poor’s 
broad weekly index of 480 issues, the year closed with average prices up 21.4 
percent, as compared with an advance of 41.4 percent in 1954. Moreover, there 
were more crosscurrents at work. Whereas 1954 came close to being a one-way 
affair with only 1 group (brewers) showing a loss, 16 groups lost ground in 1955. 

The relative standings of the various groups are presented in the table below, 
based on our indexes as of the final trading days of 1954 and 1955, computed 
specially for this study. Top honors went to aluminum with a gain of 76.2 
percent. Automobiles were a poor second with an increase of 40.9 percent, 
followed closely by steel, bituminous coal, mail order, auto trucks, construction 
machinery, cement, and tires. The poorest showing was made by gold mining 
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(United States), down 23.9 percent from the closing 1954 level. 


C. AND OTHER PURPOSES 


Next 


in lis 


were fertilizers and brewers. Losses by 13 other groups ranged from 0.4 { 


9.3 percent 


Viewed in broad perspective, the market quieted down and also became muc 


more selective last year, following its unusually strong upsurge in 1954. 
look for more diverse movements in 1956, and would not be surprised to see 


larger number of groups close the year in the minus column. 
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Standard & Poor’s Weekly Indexes (1935-—39= 100)—Continued 
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The CuarrMAN. At this point I would also like to file a statement of 
Mr. G. H. Hocker, Secretary of Washington Brewers and Distributors 
\ssociation, and a letter from Edward W. Wootton, representing the 
Wine Institute, San Francisco, Calif. 

(The matter referred to is as follows:) 


STATEMENT OF GEORGE H. Hocker, SECRETARY, WASHINGTON 


DisTRIBUTORS ASSOCIATION 


BREWERS AND 


My name is George H. Hocker. I am the secretary of the Washington Brewers 
and Distributors Association. Our association has in its membership all of the 
distributors of beer in the District of Columbia with the exception of one. Up 

ntil this month we had the only operating brewery in the District of Columbia 
as a member of our association. 

On January 9, 1956, Chris Heurich, Jr., called in the employees of the Christian 
Heurich Brewing Co. and notified them that as of this month, January 1956, he 
was forced to discontinue operation of the brewery. The Christian Heurich Brew- 
ing Co. was founded by his father approximately 90 years ago. Except for the 
prohibition years, this plant operated profitably until just a year or two ago. 

Within the past few months, we have had this brewery and another large 
distributor of beer go out of business. Conditions are such in the brewing industry 
in the Distriet of Columbia that manufacturers, wholesalers, and retailers are 
finding it difficult to keep their heads above water. 

Just 2 years ago I appeared before this same committee of the Congress and 
warned them that any increase in the tax on beer would be disastrous. At that 
time the District Commissioners had also recommended a beer tax of $3 per 
barrel. After a great deal of study by this committee, the Congress finally voted 
an increase of 25 cents per barrel, making the District rate $1.25 per barrel. 
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The predictions that I made before this committee 2 years ago have been bor 
out. In 1954, 523,518 barrels of beer were sold and consumed in the District 
Columbia. This represented a decrease of 42,680 barrels from 1953. In 19: 
519,000 barrels of beer were sold in the District. This represented a decrease 
4,518 barrels from 1954 

The brewing industry is being taxed at the Federal and local levels to a poi 
where the law of diminishing returns is beginning to take effect. Every financi: 
service that I have read during the past year, includin.. Standard & Poor’s, Fite! 
Service, etc., rates the brewing industry as one of the poorest buys on the stoc} 
market today. 

3eer is the workingman’s beverage and when the price goes beyond his abili 
to pay, he just decreases his purchases and that is exactly what has happened. 

I am firmly convinced that if any increase is placed on the present tax on be¢ 


in the District of Columbia, consumption will be decreased to a point where ther 


will be less revenue derived from beer sold in the District in 1956 and 1957 tha 
was derived in the year 1955. 

Most of the beer consumed in the District of Columbia comes from States that 
have a tax not in excess of $1 per barrel. For example, Maryland has a $0.93 pet 
barrel tax; New York $1.03 per barrel; New Jersey $1.03 per barrel; Wisconsin $ 
per barrel; and Missouri $0.62 per barrel. 

These States that supply most of the beer that comes into the District also hav« 
& per capita consumption that is very close to that of the District. For exampk 
in 1954, per capita consumption in the District was 18.8 gallons; Maryland 21. 
gallons; New York 20.9 gallons; New Jersey 22.0 gallons; Wisconsin 26.1 gallor 
and Missouri 17.5 gallons. 

Generally speaking, per capita consumption follows the rate of tax. States 
with high beer taxes usually have low rates of consumption. 

Beer has always been considered the workingman’s drink. By far the big 
percentage of beer consumed by persons in the District of Columbia is consumed 
by workers in the lower income brackets. It would be unfair to ask those least 
able to pay, to bear the burden of raising so large a percentage of the tax require- 
ments of the District of Columbia. 

Conditions in the industry are such that you can be sure that any tax increas‘ 
levied by the Congress would be passed on to the consumer. Neither the brewer 
nor the wholesaler, nor the retailer, can possibly absorb any increase in the tax o1 
beer. Therefore, any tax imposed on beer would in effect be a select sales tax on a 
special group—on a group of workers least able to bear the burden. 

The beer drinker should be, and is willing, to carry his share of the tax burde 
He does plead with you Members of Congress, however, that you distribute th: 
tax burden equally. I think you will find that in those States that do have hig! 
beer taxes, there is no general sales tax, and, also, beer in those States is not too 
much of an economic factor. Beer consumption in those States is low. Here ir 
the District of Columbia, beer is an important economic factor, giving employment 
to many persons and bringing in taxes, other than the excise tax, in no small 
amount. 

Here in the District of Columbia, where you have already adopted the principle 
of a general sales tax as a means of raising revenue, we feel that you should not now 
place a special burdensome sales tax on the workingman, the beer drinker. 

Dealers in the District of Columbia are now competing with retailers in the 
State of Maryland where beer is taxed at $0.93 per barrel, as compared with the 
present $1.25 tax in the District. Even this differential works to the disadvantag« 
of the District retailers. A great many of the people who work in and around the 
District, live in Maryland. They are inclined to make many of their purchases 
in the District, provided, of course, that the price of the product they are going to 
buy is not any higher than it would be in Maryland. When these people can buy 
beer at a lower price in Maryland, you can be sure that the dealers in the District 
will suffer. 

The present Federal excise tax on beer is $9 per barrel. This, added to the 
present District tax of $1.25 per barrel, represents about 28 percent of the price 
the retailer is paying for a case of local beer. The price of a case of local beer to 
the retailer is $2.61. The tax, Federal and District, is approximately $0.74 per 
case. When you consider this excise tax and then also consider the fact that on 
top of this, sales taxes are being paid by the consumer, it is apparent that the 
beer drinker is already paying more than his share of the cost of running the 
District of Columbia. 

We are positive that if the price of beer is to be raised again, because of any 
increase in the tax on beer, beer drinkers will consume less and an even higher 
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rate of mortality will be forced upon the industry and there will be no increase 
the tax take by the District of Columbia from the industry 


eo, 





Because of the high taxes now, it is che aper In the District in mat retail places 
? consumer to buy a cocktail or a bottle of wine Manv former beer drinkers 
re switching to cocktails and wine In the interest of t nperance as well as 
e interest of sound economy, it just doesn’t make sense to increase the price of 
er any further. 
Retail dealers in the District are also faced with a bill which is currently before 
‘ Congress which would take the sale of spirituous liquors out of the hands of 
retailers and establish a State stores system. We in the brewing industry will 
be directly affected by this legislation. Nevertheless, we hope that Congress 
wet unfavorably on this measure. We believe firmly in the principle of free 
terprise. We think that the distribution of alcoholic beverages in the District 
has been and is now on a very sound basis. We certainly hope that the District 
| refrain from going into the business of selling aleoholic beverages directly 
to the consumer. 
We suggested 2 years ago that possibly the income tax in the District of Colum- 
might provide ways and means of raising additional revenue. Those of us in 
e beer business pay income taxes, and any increase in this category would affect 
s, but it would equally affect those in all businesses. We feel that this is a source 
f revenue which Congress should investigate thoroughly. 
: Our plea to you today is that we sincerely urge that you do not ask those of us 
the beer business to pay any more than our fair share of the cost of operating 
the District government. Increase the sales tax if you must; broaden the base 
of the sales tax if you must; increase the income tax if you must; levy any other 
i broad tax that would affect us in the same manner in which it would affect other 
$ businesses in the District and we will be perfectly willing to pay our share, but 
‘ please do not enact a discriminatory, harsh sales tax, a limited sales tax on the 


workingman, the man least able to pay. 
Wine INSTITUTE, 
San Francisco, Calif.. January 14, 1956 

Re H. R. 8168 and H. R. 6196. 
; Hon. Howarp W. Samira, 
Chairman, Fiscal Affairs Subcommittee, 

District of Columbia Committee, 
House Office Building, Washington, D. C. 

Dear Mr. Smita: The Wine Institute, the trade association representing 
close to 85 percent of all wine sold in this country, respectfully requests the 
privilege of making a few comments with regard to the above bills presently being 
considered by the committee of which you are chairman. Our observations are 
based on our experience in marketing wine nationally in areas having a good 
per capita consumption of wine comparable to the per capita consumption in the 
District of Columbia. 

I 


H. R. 6196 proposes a monopoly system for the District of Columbia in place 
of the present “open State” system under which about two-thirds of all alcoholic 
beverages are sold in this country. So far as wine is concerned, our experience is 
that much less wine is sold under monopoly State distribution systems than 
under the open State system. The national per capita consumption of wine is 
slightly over 0.9 gallon. The average per capita consumption of the 30 open 
States is 0.927 gallon. In the 16 States selling wine under a monopoly system, 
the per capita consumption averages 0.554 gallon. In recent years, the District 
of Columbia, under the open State system, has a per capita consumption of ap- 
proximately 2 gallons annually—approximately equal to the large wine-consuming 
States of California and New York. Our experience has been that it is almost 
impossible to properly merchandise wine, or educate the consumer in the proper 
uses of the tremendous number and variety of wines available, under a State store 
system. The District of Columbia under its present system handles over 100 
different American brands through wholesalers and a large number of additional 
brands through retailers’ direct imports, thus giving the consumers in this area 
a broad selection. Under the monopoly system, relatively few items of wine are 
handled; and the largest we can find is Pennsylvania (with many times the 
population of the District of Columbia) which handles only 60 American brands 
of wine. States having a lower population and more comparable to the District 
of Columbia handle even fewer brands. It is our considered opinion that the 
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y State 


pag ils would result in a very substantial decline in the ec 


of wine in the District of Columbia (possibly as much as 40 percent j 
resulti not only in loss of revenue but also in depriving consumers here of t 
uss and types of wine that they are accustomed to enjoying. 
II 
With regard to proposed increases of tax rates, we realize that the District 


ia is greatly in need of additional revenue. However, we doubt that ra 
rates to the extent proposed in H. R. 8168 would increase the revenue 


extent envisaged. The District of Columbia already has a good per capit 
cons tion based on the existing tax rates, which are already higher than f 
JUTISGICLIONS 11Ke California, New York, New Jersey, and Connectic ut. where pe 
capita consumption is somewhat comparable. The District of Columbia h: 
established itself as a good wine market for all types and classes of wine, bas 
nas etenecgpe volume movement with reasonable tax levels. In our opinior 
would | reat mistake to assume that the same volume of movement wou 


rates many times higher than at present. 
III 


A third point should be mentioned, viz, present method of paying tax by stam 
This method of tax payment involves prepurchase of stamps and affixing them 1 
the individual containers, either by the producer shipping from outside this juris 
diction or by the local wholesaler, or, in the case of direct imports, by the retail 
This method of tax payment is cumbersome and adds tremendously to the cost 
of operations of all concerned. This tax system is not required by 21 jurisdi 
tions, and, since 1937 has been abandoned in favor of a reporting system by 10 
jurisdictions. Furthermore, in 1954, the Federal Government abolished the man- 
datory requirements of tax stamps for collection of its Federal excise taxes on 
beer, wine, spirits, and tobacco, authorizing the reporting system to be used 
optionally by the Internal Revenue system. Under this the Internal Revenu 
Service has adopted the reporting sytem for beer and wine, and will eventually 
apply the reporting system to tobacco and spirits. The reporting system _ 
worked well wherever it has been used with substantial operating savings both t« 
industry and Government. We would recommend that section 23 of the District 
of Columbia Alcoholic Beverage Control Act be amended by adding a new sub- 
section reading as follows: 

“‘(1) Notwithstanding the other provisions of this section, the taxes provide 
for in this section shall be paid by return. The Commissioners shall, by regula 
tion, prescribe the period for which such return shall be filed, the time for filing 
such return, the information to be shown in such return and the time for pay- 
ment of such tax: Provided, however, That notwithstanding this subsection, th: 
taxes shall continue to be paid by stamp until the Commissioners shall by regula- 
tions provide for the payment of taxes by return.’’ 

The foregoing is copied almost word for word from section 5061 (a) of the 
Internal Revenue Code of 1954. Under the 1954 Internal Revenue Code, the 
Aleohol and Tobacco Tax Division has prescribed daily returns for wine and 
beer, but stamps have been continued for tobacco and distilled spirits because 
these last two industries preferred to conduct their business that way for the time 
being until the Alcohol and Tobacco Tax Division is ready to prescribe a monthly 
return system. Under the above language presumably the Commissioners, if 
they prescribed returns, would apply the return system to the relatively few 
wholesalers in the District. With regard to direct imports by retailers, presumably 
the return would be prescribed to be’ filed and paid at the time the import applica- 
tion was made. A great deal of light wine is being brought into the District on 
direct import by retailers. The return system as above described, applied to 
direct imports, would prevent a great deal of hardship that would result by 
requiring stamps for the products heretofore not taxed. Section 23 deals only 
with spirits and wines and therefore the above provision would apply only to 4 
spirits and wines. : 

IV é 


We feel that the points mentioned in this letter are of importance not only to 
the revenues of the District of Columbia, but also to the proper administration 
of the local alcoholic beverage laws and would appreciate it if they could be made 
part of the record of the hearings before the joint subcommittee. 

Sincerely yours, 


tee 


pb (ob 





Epwarp W. Woorrton. 
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Chairman SairH. In that same connection, Mr. Spencer, may I 
ask you a question? 

I think we want to make this as simple as is possible, but if you 
will turn to this document headed “General Fund Revenue Pro- 
cram” . 

Mr. SPENCER, Yes, sir. 

Chairman SmirH. And turn to page 5, I find listed there beginning 
with item 14, under “Sales and use taxes’? a number of proposed 
changes in the existing sales-tax law that, roughly speaking, would 
raise about $5 million a year. 

Mr. Harris. Where are you; what page? 

Chairman Saira. Page 5. 

Senator Bratt. What chart? 

Senator Braue. It is not a chart; it is in the back. 

Chairman SmitH. Item 14, through to item 15. The estimated 
income from those changes would approximate $5 million I believe, 
or somewhere close to it. 

Mr. Spencer. Are you including those last two figures there, sir? 

Chairman Smitru. No. 

Mr. Spencer. The $5 and $10 million; you are not including that 
one? 

Chairman Situ. No, no. 

Mr. O’Hara. Would you restate your questions again on what 
items that was? I did not quite catch that. 

Chairman Smirx. That is items on page 5, beginning with item 14, 
and running through all of item 14 except the last one which is Mr. 
MecMillan’s suggestion that they raise the tax from 2 to 3 percent, 
including that last item there. 

Mr. Harris. Excluding which last item? 

Chairman Smiru. The increase from 2 to 3 percent. And I think 
excluding the one previous to that which is $5 million, and the last 
one being $125,000. 

As I roughly looked over it, it looked as if it would raise somewhere 
between $4 million and $5 million. 

Mr. Spencer. Yes. 

Chairman Smita. If you took that with perhaps some additional 
minor items, plus the proposed changes in the income-tax law, would 
not those two items just about take care of your deficit? 

Mr. Spencer. They would come pretty close to it. 

Chairman Smirx. Come pretty close to it? 

Mr. Spencer. Yes. 

Chairman Smirx. And I was just wondering if it might not be 
advisable to work along those lines and perhaps not include some of 
the things that might be more controversial. I just call attention to 
that at this time. We can discuss it more fully later on. 

Mr. Harris. I wonder if we can get that broken down more. 
I am not sure that the Commissioner agrees with what you said just 
then as to the final result. 

Mr. Spencer. I would just like to make one comment. We looked 
over all of that and we did include one of the items which is in there, 
which is that to remove the exemption on meals. That is the third 
item in item 10, which would produce $900,000 in revenue. That is 
in our program. 
Chairman Sirs. Yes. 
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Mr. Spencer. And also the 

Chairman Sairu. I think quite a few are in there. 

Mr. Spencer. And the 2-percent tax on admission which is in there 
which is over on page 6, about the third item down, we have included 
that; and we have also included the 2-percent tax on communications 
which is $400,000 which is on page 6. 

One comment that I would like to make is that the biggest item in 
there is that $2,240,000 which was the increase from 1 to 2 percent 
on sales of food for consumption off the premises, which is the tax on 
groceries, Which you will recall we put into effect in 1954 and that 
tax created very widespread opposition. 

We felt that there was so much opposition to it at that time, even 
though it was only 1 percent, we hesitated to recommend increasing 
it to 2. 

Senator Bisie. How does that compare with Maryland on that 
particular item? 

Mr. Spencer. It is my understanding Maryland does not tax food. 

Senator Bisnis. They have no tax. 

Mr. Spencer. They have no tax on groceries. 

They do have the 2 percent tax, of course, generally. 

Chairman Smirx. That is not included in the program. I just 
throw it out for future consideration. I call attention to it. 

And while I am about it, I notice that on your income tax, you 
have got this sliding scale of 3 and 3% and 4 and 4%, and I was won- 
dering if it would not be better to go to something like the Virginia 
and Maryland tax, of 2 or 3 percent up to $5,000 and then the 5 
percent from thereon—flat. 

Mr. Spencer. That is a possibility. I don’t think that that 
would raise any very large amount of income, because you get up 
into brackets there where there are relatively few people involved. 

1 think Mr. Martin has the figure on the income that would be 
raised if we had the same rates as Virginia. 

Mr. Martin. If we had a tax of 2% percent on the first $5,000 and 
5 percent on taxable income in excess of $5,000, the amount of revenue 
is estimated to be $5 million as compared to the $3,800,000. 

Chairman Situ. That is $1,200,000. 

Mr. Martin. Yes. There would be a larger amount involved. 

Chairman Situ. That is not to be sneezed at. 

Mr. Spencer. We just got that figure this morning—I had not 
seen it. It is a little higher than I was under the impression that it 
would be. 

Chairman Sairu. I hope you will give some further consideration 
to that. And let us hear from you later on it. 

[ think that will be about along with both Maryland and Virginia; 
would it not? 

Mr. Spencer. It would be almost exactly what Virginia has. 

Mr. West. In Maryland there is a 2 percent tax on earned income 
and 5 percent tax on unearned income, irrespective of amount. 

Chairman Smiru. I do not think we want to get into that. 

Mr. Wesr. Except for the first $500 of unearned income, which is 
taxed as earned income. 

Chairman Situ. All right. 

Senator Bible? 

Senator Bratz. I have nothing at this time. 
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Senator Brau. Nothing at the moment. 

Senator Brrie. Congressman Simpson. 

Mr. Simpson. Commissioner Spencer, | made a note when you were 
reading vour statement that it took $146.4 for the budget for the 
District of Columbia. 

Have vou any idea what it is in other cities of comparable size? 

Mr. Spencer. I can give you some data, that the ine reases in per 
capita expenditures in the District, say, from 1940 to 1954, in Wash 

ington as compared with other cities of comparable size ci ave run 
slo pretty much parallel lines. 

| think that perhaps Mr. Martin can give us, or Mr. Lowe can give 
vou some further information about that. 

’ Mr. Simpson. For the information of the committee, | would like 
to know how this $146.4 million budget compares with other cities 
of comparable size. 

Mr. Lowen. It is quite comparable with other large cities. It is 
very difficult to make a direct comparison because you have State 
and county and school district governments furnishing servix in 
the city area. 

Sut on an expenditure basis when you total everything up per 

capitawise, our situation is somewhat comparable to the other large 
cities. 

Mr. Stmpson. Commissioner Spencer, I also wrote down that in 
this budget there is $49.6 million which is for increase in salaries or a 
total of salaries. That is a third, approximately more than a third, 
of the entire budget; is that right? 

Mr. Spencer. Yes, sir. 

Mr. Simpson. Congress passed the increased salary for employees 
and teachers and police and firemen of the District. 

Mr. Spencer. That is from 1946 to date, that $49 million—those 
were the increases. 

Mr. Stupson. The salary cost of the District of Columbia is that. 

Mr. Spencer. The total salary costs, I think are in the range of $90 
million. ‘Those are just increases from 1946. 

Mr. Stmpson. Against the total budget of $146 million. 

Mr. Spencer. Yes. I think the figure I have given you also in- 
cludes the employees that might be paid out of the highway fund. 

Mr. Lown. The $90 million figure is a gross salary figure which i 
approximately half of our gross expenditures. 

If you would like, we could insert in the record the detailed figure. 

Mr. Stupson. What is the total salary cost today if they get the 
increase; how does it compare to vour total budget? I figure it 
about a third. 

Mr. Lown. The increases that are listed in that statement that was 
given to you a little while ago are a little under a fourth of our grand 
total budget but our total payroll, inc ‘luding those increases, is approx- 
imately one-half. And by “total budget’ [ mean not only the general 
fund but highway, water, sewer, and other special purpose activities. 

Mr. Stupson. You feel, Commissioner, that one of the troubles, one 
of the things that put you in this situation financially, is the fact that 
Congress has voted a salary increase for the « mployee s of the District? 

Mr. Spencer. That is correct, because of this immediate situation; 
yes, sir. If we bad not had any increase last year we would have a 
surplus of $5 million at the end of 1956. 
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Mr. Siwpson. And it seems to me it is up to Congress to help get 
you out of that predicament. 

There is one thing I would like to ask you. On page 8 I believe you 
recommended removing the tax on 50-cent meals. 

Mr. SPENCER. Yes, sir. 

Mr. Stmpson. Where can you buy a meal in Washington for 50 
cents? [Laughter.] 

Mr. Spencer. This would affect hamburgers and hot dogs and 
sandwiches and things of that kind. 

Mr. Simpson. I don’t know any place you can buy a meal for 50 
cents. I am just wondering what it will raise. I thought you said 
$900,000. 

Mr. Spencer. Maybe we should not have used the term ‘“meals.”’ 

Mr. Simpson. If you can buy that for 50 cents anywhere in the 
United States I do not know where it is. 

That is all. 

Mr. O’Hara. Mr. Spencer, in connection with—I have forgotten 
the technical name we had for it, the Capitol 

Mr. Spencer. Public works program. 

Mr. O’Hara. Yes. In connection with that program, there was 
a great deal of enthusiasm about it when we passed it. Has that been 
progressing under the plan of the Commissioners in the manner in 
which they anticipated that it would? 

Mr. Spencer. Yes, I would say it has very definitely, Congress- 
man O’Hara. We have been going right along on it. 1957 will be 
the third year of the plan, and I would say that it has gone along 
about as scheduled. There have been various changes in individual 
items and all of that sort of thing, but that was anticipated because it 
was expected that as the years wore on there would have to be some 
modifications. But I think we can say that it has gone along very 
well. 

Mr. O’Hara. Now, what do you anticipate particularly in the 
troublesome item of salary increases? 

As I recall it, some of the salary increases which were passed did 
not include the administrative, so-called administrative, end of the 
District government. Do you anticipate that there will be attempts 
at salary increase legislation? 

Mr. Spencer. I think we are in pretty good shape on that now, 
Mr. O’Hara. 

The classification—— 

Mr. O’Hara. The point I am getting at, Mr. Spencer, is that it is 
rather painful for us to have a tax bill a here every year for ~ 
District of Columbia; it isn’t pleasant for the Commissioners, and i 
certainly isn’t pleasant for us to have to go scurrying around pidide 
more taxes. 

Nobody is very happy about that. I know the Commissioners 
aren’t, and I know this committee isn’t, and I know the Members of 
Congress generally are not. And I was hopeful that whatever is 
done this time will take care of it, with even a cushion for anticipated 
emergencies that may come up. I realize that we can’t take care of 
all of them, but generally. 

Mr. Spencer. This program covers $1.2 million which we need to 
finance fiscal 1956, in addition to 8.9 for fiscal 1957. 
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Mr. O'Hara. How much of a cushion will that leave you? Are 
vou going to have to scratch to make things balance? 

\ir. Spencer. That is what I was coming to. 

And in fiscal 1958 the program will raise 1.7 million more dollars 

an it will raise in 1957, so that in effect, for fiscal 1958, we will have 

2 plus 1.7 

In other ‘words, we will have approximately $3 million more in 
revenue than the present operating expense would require. So we 
have got a cushion of about $3 million in this program. 

Now, that is on presently anticipated revenues. Of course, if 
business continues to expand, we may find that our income taxes 
yroduce greater revenue, and our sales taxes, and soon. Those things 

somewhat dependent on the state of business generally in the area 

But we do anticipate a $3 million cushion under the program. 

Mr. O'Hara. That is all, Mr. Chairman. 

Chairman Smita. Mr. Allen. 

Mr. AuLEN. Mr. Spencer, in making those proposals, there are a 
variety of sources, or old sources, with the revenue increased, and some 
of them are new sources, possibly, such as the rent on personal 
property. 

Is there any attempt in here to use some sources just to make the 
veneral schedule of taxation more equitable? For example, it would 
seem to me that a sales tax is comparable to the tax on rentals, 
and that, in a sense, there is a loopbole that will be plugged by that. 

Mr. Spencer. That is pretty much the idea of that item. You 
see, the revenue is more or less negligible there, $150,000. but we felt 
it was a loophole that ought to be taxed. The law is a little unfair now. 

Mr. Auten. Are there other instances where there are such loop- 
holes? 

Mr. Spencer. The only one that occurs to me offhand is, I think, 
that wine item, where there is no tax on wine with alcoholic content 

less than 14 percent. We tax wine above 14 percent, and we 
ought to tax it below. There is no tax on it now at all. That is the 
type of item. 

Those are the two main ones, I think. 

Mr. Auten. In the proposal, have you made any attempt to 
estimate the type of service which is to be provided for by the increase 
and then to relate it to a tax source which would produc e the revenue 
from the people who are actually using the services, or is this just 
tapping all the available services to add to the fund generally, regard- 
less of any relationship between the sources of the tax money and 
the nature of the service rendered? 

Mr. Spencer. I would say that in these extensions of the present 
taxes, we are attempting to equitably tax areas that we think should 
be taxed. I don’t know if I understood your question exactly. 

Mr. ALLEN. One more thing. 

[t seemed to me that inasmuch as the entire increase is required by 
raises in the salary schedules, that it would follow that the most 
broad tax base would be equitable to furnish the source of additional 
revenue, because obviously everybody who is in the community is 
bene fiting from those services. 

Why wouldn’t the income tax and the sales tax and the real estate 


tax increases be considered as the taxes that would reach the broadest 
base? 
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Mr. Spencer. Well, I think they do. In fact, when you give thos: 
three, you have really included almost everything in our program 
except these liquor taxes. 

Mr. AuuLen. Is there a justification for adding to the other special! 
taxes of the other more or less minor interests in the community? 

Mr. Spencer. Well, for instance, in the liquor situation, ther 
we do feel that our present liquor taxes are a little bit on the low sid 
as compared with the surrounding areas, and it seemed to us that that 
type of product, which is, in a sense, a luxury, should properly be 
taxed up to the level of the surrounding areas before you get into 
such things as—well, a tax on food, and that type of tax, on the 
necessities of life. 

Mr. Atuen. Thank you, Mr. Chairman. 

Chairman Smiru. Any other questions? 

Mr. Auchincloss? 

Mr. Aucuincuoss. First of all, I would like to compliment Mr 
Spencer on this statement. I think it is very enlightening and very 
progressive. 

But I find it difficult to justify taxes, one way or the other, unless 
we know something about the budget. The budget is not before us; 
is that correct? 

Mr. Spencer. No, it isn’t. Unfortunately, we are not able to 
give you the details on the budget until the President sends it up 

Mr. Avcuinctoss. Then you cannot answer this next question, 
which I think is very important. 

I would like to know how much money in the budget is allocated 
for permanent improvements, such as sewers, schools, streets, and 
so on. 

Under the policy of the District, those improvements are paid for 
by taxation, or the contribution from the Federal Government. 

Now, I can’t for the life of me understand why whose improvements 
shouldn’t be bonded and the District issue 20- or 30-year bonds to 
pay for those improvements over a period of time, and thereby, to 
a certain degree, reduce the necessity of increased taxes. 

You must admit—and I think you do—that the proposed increased 
taxes are substantial, and it puts a pretty heavy load on the residents 
of the District. 

When will your budget be available? 

Mr. Spencer. Well, I think that the President’s budget message 
will be given next Monday, and I believe that at that time the entire 
budget will be available. 

But I can give you 2 or 3 general figures which I think will pretty 
well answer your question. 

Mr. Aucuinctoss. All right. 

Mr. Spencer. Under our public works program, $140 million was 
planned to be expended out of the general fund over a 10-year period, 
which averages $14 million a year for permanent capital expenditures 
out of the general fund. 

Now, if you go to the other funds, the total program was $305 
million, so that the annual average is $30.5 million. That covers the 
highway expenditures and sewer ‘and water, and all of that. 

So those are the general figures that we can go by for a number of 
years. 
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At the time the public works program was up, I think some con- 

sideration was given to whether these improvements sbould be financed 

by bond issues, and I believe it was the judgment of the Congress that 
J ' they should not be, in general. 

In the public works program, there is a plan for some $70 million 

of Federal loans to the District, particularly covering sewer, water, 


ow Seta 


é and highway construction. Congress seemed to feel it was better to 
handle it on a pay-as-you-go basis. 
e Mr. Aventnc Loss. | understand. 


But haven’t the Commissioners given any serious thought to a 
p recommendation for a bond issue? 

Mr. Spencer. We felt that that issue was settled at the time the 
public works program was up, and that it is up to us now to carry 
out that program rather than attempt a general revision of the 
method of capital financing. 

Mr. Aucuincioss. I think you would have some friends—maybe 
not a tremendous number of friends—but a number of friends in the 
Congress. 

3 Mr. Spencer. There is a great deal to be said for it, but it would 

inevitably involve a complete change from the present public works 

plan of financing, and we felt that that had been settled and that we 
should carry it out. 

Mr. Avucuinctoss. I find, in talking to some residents in the District. 
that they always hark back to the old days, 1860, or whenever it was, 
when you ran into a terrible debt in the community because of 
mismanagement. 

But today the management is entirely different, and proper safe- 
cuards could be used in issuing bonds of that character, which would 
be perfectly legitimate and good business. 

Thank you, sir. 

Chairman Suirn. Mr. Harris? 

Mr. Harris. I should like to join my colleagues also in compli- 
menting you and your fellow Commissioners and associates on the 
presentation of this program here this morning. 

Mr. Spencer. Thark you. 

Mr. Harris. I think it would be appropriate, at least I feel that 
way, to comment on the fact that I noticed a few day s ago that Mr. 
West was about to retire and leave the Government service in the 
next few weeks, and I personally feel that it might be appropriate 
here to say that we all regret to see him leave the service. He has 
contributed a long and worthwhile service. 

Mr. Spencer. | think he has. But 1 think it will be next summer 
before he leaves. 


f Mr. Wesr. Thank you very much 

; It will be the Ist of August before I go, so I will be around. I ap- 
$ preciate your statement. 

: Senator BEALL. What about Commissioner Spencer leaving? 


Mr. Harris. I think it would be appropriate to say that Com- 
missioner Spencer is leaving voluntarily, and | think he has also done 
a great deal in performing the duties incumbent on him as a member 
of the Commission of the city. 

| want also to agree with your presentation here as to the statement 
contained in the Senate committee record, headed by Senator South- 
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ard in 1835, about the relationship between the Federal and th: 
District Governments. 

And I also want to agree with the statement immeaiately followin 
that, an h you quoted, by William Howard Taft, in 1896, about th« 
exclusive legislation over the District of Columbia. 

I think those are very pertinent statements, and I assume you sub- 
scribe to all of them. 

Commissioner, you have, as was stated a moment ago, tried to 
work out a program here, that is, your ee which would 
spread this burden across the board throughout the District, and vari- 
ous other proposals have been mentioned which might be substituted 

Now, I know you cannot say that this is approved by everybody, 
but you did have a public hearing. Is it the general consensus of 
public opinion, among the Commissioners, from the public hearing 
that you held and the ‘consideration that has been given this program 
that you submit that it is generally accepted by the people of th: 
District of Columbia? 

Mr. Spencer. The outstanding fact that came out of the public 
hearing is that the people thought the Federal payment should be 
increased. But I would say that, generally speaking, we feel that 
this program has had pretty good acceptance in the city. 

Mr. Harris. In other words, generally speaking, you do think that 
the burden which will be placed on the citizens of the District of 
Columbia, notwithstanding the fact that they would like to see more 
Federal payments—I appreciate that—but the burden that would be 
on the citizens of this District, you feel, would be generally acceptable? 

Mr. Spencer. | think so. 

Mr. Harris. By this program that you present here? 

Mr. Spencer. It seems so to me, sir. 

Mr. Harris. What would be your reaction to the question as to 
how they would feel about it, should the suggestion that Judge 
Smith made a moment ago be accepted? 

Mr. Specner. I think that the only thing that we might get 0 
a strong adve ‘rse reaction from would be increasing the tax on groceries 
from 1 to 2 percent. We had quite a bad reaction to that a few years 
ago. 

Mr. Harris. Yes. I experienced that on the floor of the House 
with one of my colleagues. 

Mr. Spencer. As far as the other item in this paragraph that 
Judge Smith referred to, there wouldn’t be too much difficulty. 
There are things like taxes on medicines and drugs and crutches and 
false teeth, and all those things that are not now taxed, and there is, 
perhaps, a somewhat bad flavor about taxing those things, but | 
think it could be done without too serious a public reaction. 

Mr. Harris. Was it 1952 or 1953 when we had the public works 
tax program? 

Mr. Spencer. It was in the spring of 1954. 

Mr. Harris. We increased the tax burden at that time by—what 
was it? 

Mr. Lows. Fourteen million, total. 

Mr. Harris. Fourteen million, total. 

Mr. Spencer. Fourteen million to all funds, 9 million to the 
general fund. 
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\ir. Harris. And this 10 million increase would go to the general 
nd? 
\ir. Spencer. That is correct. The other funds are all in the 
| lack. 
\ir. Harris. Would the schools of the District be adequately 
aken care of by this increased program? 
\ir. SpencER. That is, perhaps, a subject of controversy—I almost 


rave something out of the 1957 budget—but I think we have adequate 
| rovision for building the schools in our 1957 budget. 


: We are going along with the public-works program on that, and 

rhaps we are even a little bit ahead of it. We have got quite a 
ontroversy in the city now about having more teachers. And 
had a proposal made to us to increase the number of teachers. so that 

elementary scbool ratio could be reduced from 36 to 1 to 30 to 1 

he course of the next 3 years, which would require, if the full 
program were put into effect, an annual operating increase of about 
vo and a half million dollars. 

Now, the Commissioners felt that they just couldn’t afford that 

this time. And also, it was apparent when we got into the figures 
hat our ratio of teachers to pupils in the senior and junior high se -hools 
; very low, it is lower than almost any city in the country. 

So that, it looked to use as though perhaps teachers could be 
transferred, or gradually they could put more teachers in the ele- 
nentary schools, and somewhat less in the a and senior high 

hools, and have a satisfactory situation. 

But that whole question is controversial, and I don’t think we 

uuld say everybody would agree that the schools are adequately 
ken care of. We think they are. 

\lr, Harris. I don’t know if you will be back before the com- 

ittee or not, but heretofore one of our colleagues in the House has 
roposed a bill and presented a program which he contends will 
idequately take care of the financing of the District of Columbia, 
hat is, the increased finances needed. 

{nd the committee, in its executive meeting 2 days ago, agreed 

invite him to come before this joint committee, if it met with the 
.pproval of the Senate, and propose this program. That is Mr. 
\ndrews, of Alabama. 

In this program he proposed that we change our principle and 
procedure with reference to the handling of liquor in the District of 
Columbia and make State stores out of it. 

Have the Commissioners made a report on that bill? 

Mr. Spencer. We wrote a letter on that bill, Mr. Congressman, 
ated July 12, in which we reported adversely on it. 

Now, we are conducting some further studies with respect to that 
matter, and we hope in the course of the next 2 or 3 weeks to have a 
lot more figures with respect to it. 

Mr. Harris. Two or three weeks? 

Mr. Spencer, Yes. 

Mr. Harris. I had the impression that it was felt, by at least the 
chairman and other members of the committee, that these hearings 
would not last anything like 2 or 3 weeks. I wonder if that informa- 
tion could not be made available for.consideration during the course of 

this whole thing. 
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Mr. Spencer. We have some information that we can give yi 
immediately on that. 

Mr. Harris. And I understand Mr. Andrews will come before the 
committee in the next day or two. 

[ wonder, Mr. Chairman, if the Commissioner would have an oppor- 
tunity to come back following that. 

Chairman Samira. I would think so. I think that the subject is of 
enough importance to be fully explored. 

And, what I had in mind was that we would set apart a certain day 
for Mr. Andrews to come and make his statement, and the Commis 
sioners to make their reply; handle it as one thing and not confuse it 
with the others. 

Mr. Harris. That is what I wanted to find out, if the Commissioner 
would be given an opportunity to reply to the program. 

Chairman Suirxn. Oh, ves. As a matter of fact, I talked to M: 
Spencer about it the other day. 

Mr. Talle? 

Mr. Tatue. Mr. Chairman, I wart to join with my colleagues in 
expressing admiration for the services performed by the Commis- 
sioners of the District of Columbia, and the service performed by the 
other people who are engaged in the work that is being done in the 
District of Columbia. 

[ want to thank Mr. West for informing us when Congress will 
adjourn. He said he would be here throughout the session, and he 
will leave on the Ist of August, and I will make my plans accordingly 

I can’t really imagine the committee meeting without Mr. West. 
And I want you to know, Mr. West, that I have appreciated associat- 
ing with you, and that I will enjoy working with you at this session. 

We have discussed increase in taxes. My question relates to the 
other side of the picture, to the expenditure of money. 

Are you prepared, Mr. Chairman, to say anything about efficiency 
in the District government? Are there, say, 2 people doing work 
which 1 could do? I believe in paying people well, but I like to pay 
them on the basis of productivity and efficiency. 

What could be done, say, to get more for the tax dollar that is 
collected? 

Mr. Spencer. We are constantly making efforts to improve our 
efficiency in the District government, Mr. Congressman. I don’t 
know that we are quite as efficient as we would like to be, but we are 
working on it all the time, and particularly, in view of the need for 
revenue that has developed in the last year, we are trying to make 
a special effort to see that our money is carefully spent and that we 
are getting the full value out of the tax dollar. 

Mr. Tauue. I believe that is all, Mr. Chairman. 

Chairman Suirx. Mr. Williams? 

Mr. WiuuraMms. I have nothing. 

Chairman SmirH. Mr. Spencer, I have taken occasion to go over 
your figures that you have submitted, and there are 2 or 3 questions 
that I just want to throw on the table. You may not be able to 
answer them at this time, but I would like for you to give them 
consideration. 

You spoke of possible changes in the income-tax schedule that 
would seem to raise another $1,200,000, and I hope you will give us 
further discussion on that later in the hearing. 
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| am wondering, though, about the item that you have in here of a 
tax on telephone communications. When you boil it down, it isn’t a 
tax on the telephone company; it is a further increase in the rates for 
the users of tele ‘phones. 1 would like some further justification for 
that, because I just wonder whether we ought to increase telephone 
rates, and that is what this is equivalent to. 

You know there are considerable Federal taxes on that. 

Mr. Spencer. The main thing, Judge, in our thinking on that, 
vas that the other public utilities are subject to the same tax, and it 
seemed logical to extend that to the telephone service. 

Chairman Sairu. As I say, I would like to discuss that with you 
later on, before we get through. 

Now, then, I notice vou have a tax of 2 percent on building associa- 
tions. If you raise that to 4 percent, which is the same as paid by 
the other banks, it would raise you around $600,000 a year, I believe 
from your figures. And I am wondering why that discrimi nation 
should exist. 

[ know that building associations are excluded from Federal 
taxes, but I wonder why, when they are in competition with legitimate 
banks, they should be taxed 2 percent and the banks 4 

Mr. Spencer. There is some reason for that, but I am afraid | 
can’t answer that. 

Chairman Smirx. I want you to discuss these things I am raising, 
later on. 

Mr. Martin. I can answer that now, Mr. Chairman. 

Chairman Smirx. You can answer it later. 

| remember that you discussed it before, but you didn’t convince 
me. 

Now, we are constantly having bills before the committee to 
exempt this, that, or the other charitable or religious organization, 
and it has gotten to be very considerable. And | was wondering if 
something couldn’t be done to bring some of that under taxation in 
those classes of cases where the property is revenue. Do you get 
what | mean? 

Mr. Spencer. Yes. 

Chairman Smiru. Now, the church is used for religious purposes. 
All right. But if the church buys an office building and rents it out, 
or buys other property and rents it out, why should that be exempt 
from taxation? 

Mr. Spencer. That is not exempt from taxation now. 

Chairian Samir. It is not? 

Mr. Spencer. No. 

Chairman Smiru. The property owned by a charitable or religious 
organization is not exempt if it gets revenue from the public; it pays 
taxes’ 

Mr. Spencer. We have a so-called use statute, and the property 
has to be used by the church in order to be exempt. 

Chairman Smiru. I think you made some mention somewhere in 
there about labor organizations building office buildings here, some- 
where in here. 

Mr. Martin. They are taxable. 
Mr. Spencer. They are taxable. 
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Chairman Smira. You said they were not, and I just wonde: 
why—page 16. So this statement on page 16 is probably not corre 
Labor unions are exempt from income and franchise taxes. 


Mr. Spencer. We were talking about the real-estate tax. 

Chairman Smiru. But they pay that tax on their rented real prop- 
erty, and so do churches? 

Mr. SpeNcErR. Yes, sir. 

Chairman Smiru. That satisfies me on that point. 

Now, there are in this area of Washington a number of these Ar: 
stores where they sell groceries, and so forth, in competition 
people who pay taxes, and they are exempted, [ understand no 
from the sales tax. 

Mr. Spencer. Exempted from the sales tax. 

Chairman Smiru. Why should they be? 

Mr. Spencer. I don’t think they should be. 

Chairman Sairu. Is that included in your program to amend t 
law? 

Mr. Martin. It is not mentioned in the tax bill. 

Chairman Sairu. J want to know if it is included in your progra1 

Mr. Spencer. No. 

Chairman Samira. Why isn’t it? 

Mr. Spencer. | think we felt it was sort of a hopeless propositio: 
Judge, to attempt to tax those. 

Chairman Smirx. You never know what Congress is going to do 

Mr. McLaveutin. I believe there is a Federal tax on those, Judg 
Smith, those commissaries. I forget what the percentage is, but 
the past 

Chairman Smiru. A Federal sales tax? 

Mr. McLavueuuin. In commissaries, where they buy food. 

Chairman Smiru. Will somebody get that data and inform us 
about it before these hearings are over? 

Mr. McLaveutin. I think it came out of the armed services. 

Chairman Smiru. But somewhere in there you have suggested 
they ought to be subjected to sales tax. I would like to hear it 
justified. 

Mr. Spencmr. Yes, sir; I think it is. 

Chairman Smirn. You have suggestions in here, and I won’t tak 
the time now. 

I think that is all. 

Are there any further questions? 

Mr. Spencer, I take it you will, as usual, present those who want 
to be heard on the subject. 

Mr. Spencer. I have presented everything I want to. 

Chairman Smiru. Have you any further statement? 

Mr. Spencer. No, sir. 

Chairman Samira. Senator Beall, did you get a chance to question 
Mr. Spencer? 

Senator Brau. I have no questions at this time. 

I do want .to say that he presented a very interesting budget. | 
can’t say I concur altogether with some of the items, but I very 
definitely recognize the need for more money. 

As Congressman Simpson said, when we in the Congress increase 
these salaries, we should see that the Federal Government makes a 
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more substantial contribution. I think that is the first thing we 
should be doing. 

There are some items in here, of course, it is generally understoox 
that I can’t go for, but we will discuss those later on. 

Congressman Smith and Congressman McMillan have two ver 
interesting proposals that we might get into. 

[| am sorry to see my old friends and constituents leaving us as 
Commissioners, Mr. Spencer and Mr. West. New people may bx 

ry nice, but there is nothing like working with old people 

Chairman Samira. Thank you, Mr. Spencer. 

Next witness. 

\ir. Spencer. We bave no further witnesses from the District, sir 

Chairman Smita. Is that all? 

Mr. Spencer. Yes, sir. 

Chairman Situ. I thought we would take up another day 

Is Mrs. Henry Monroe here? 


STATEMENT OF MRS. HENRY MONROE, WASHINGTON, D. C. 


Mrs. Monror. We didn’t expect to be called today, and we didn’t 
have our statement with us. At the moment, we are having meetings 
across the whole city, and various neighborhood groups, and we are 
having these meetings to get the opinion of our membership as to 
which tax proposal we favor. 

We would like to have your permission to file a statement of our 
detailed sentiments at the end of the week, to be inc orporated in the 
record, 

And meanwhile, we do feel very strongly that we would like to have 
any increase in the Federal payment that could be made, because we 
feel that the Federal Government should share in those matters. 

Chairman Samir. Well, I think this committee has worked very 
hard, both in the committee and on the floor of the House, to get those 
payments where they ought to be in, but we haven’t had too much luck. 

So you will file the statement? 

Mrs. Monroe. We will file the statement. 

Chairman Sarirx. That will be fine, if you will just file it with us. 

Mrs. Franklin G. Sartwell present? 


STATEMENT OF MRS. FRANKLIN G. SARTWELL, PRESIDENT, 
SOUTHWEST CITIZENS ASSOCIATION, WASHINGTON, D. C. 


Mrs. SARTWELL. I am here, and will be happy to speak extempo- 
raneously, if you will permit me to. 

Chairman Sairu. All right; come right up. 

Mrs. SARTWELL. In defense of myself and the other people you see 
here, I must say that we were all told it would not be possible for us 
to be heard today, and that is why we are not prepared, sir. 

Chairman Samirx. If you are able to make a statement, however, 
you may do so. 

Will you please identify yourself? 

Mrs. Sartwewu. I am Mrs. Franklin G. Sartwell, of the Southwest 
Citizens Association. 

Several years ago I worked very hard preparing a statement to be 
presented before a hearin.z on appropriations in the House, and | 
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havent 


represented several other associations at that time. After I had pre- 
pared my statement and delivered it with, I thought, a great deal of 
eclat, there were some questions asked me, and quite an exchange o{ 
opinion between myself and the members of the committee, following 
which one of the members of the committee said that my extempo 
raneous remarks were much more telling than my prepared remarks 
So perhaps that will be the case today. I hope so. 

I would like to say that in advance of the hearing the Commissione 
held on those proposed new tax increases, the Southwest Citizens 
Association went on record as being in opposition to any new taxes 
on the citizens of the District of Columbia at this time. And that 
the basis of my remarks today. 

As a native Washingtonian and an active civic worker for man) 
years, | have felt that this treadmill that we are on—as Mr. O’Hara 
pointed out, it hasn’t even been 2 vears since we were up here befor: 
you asking for taxes, which you proceeded to give us, and maybe a 
little more than we had hoped, at which time the Federal Government 
promised to pay $20 million toward the services which were furnished 
to them. 

Last year they welched on that, they tried to welch to the extent 
of $4 million, and finally came. back to $2 million. 

I am not attacking them on those grounds. But I do feel that when 
you make a gentleman’s agreement, even though you are the lords of 
destiny here in the District of Columbia, that you should stick to it 
And certainly you expect us to pay the taxes which you see fit to 
impose upon us. 

[ am not a proponent of home rule in the District. I have always 
been very happy with the Commission form of government here. 

I do think that the Members of Congress, on both sides of the 
House, would do well to reconsider the whole approach to the financing 
of the District of Columbia, and I think that if you would go back, 
even if you wouldn’t make it a 50-50 arrangement, if you would go 
back to a more suitable arrangement, a percentage arrangement—we 
have had this. trouble ever since you began the lump-sum payment, 
which has made it very, very difficult for any of us to know just 
exactly how to proceed. 

And it means, as Mr. O’Hara said, that every vear we are up here 
asking how are we going to meet these expenses which you gentlemen 
give us. 

I agree that everybody that works for the District government, 
the policemen, firemen, schoolteachers, and all of them, should have 
adequate salaries, because we are certainly in competition with the 
surrounding territory. 

And I think the District government should have salaries that are 
commensurate with those that are paid by the Federal Government, 
so that they aren’t continually losing their valuable people to the 
Federal Government. 

So all these things are fair, but it is unfair that we are soaked with 
the District taxes. And I think it is immoral to consider raising taxes 
on food when you think that the money you are going to get on those 
additional sales taxes on the lower amounts of food, and the 50 cents 
and below, and so forth, is going to come from relief funds. 

I mean, it is just a vicious circle. And I think all of these things 
should be taken into consideration. 
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| certainly don’t want to bore you by going into all the ramifica- 
tions, I only reiterate that I think it is time that vou gentlemen, 
nstead of wasting your time year in vear after year to see how you 
can meet the expenses of the Federal Government—and nobody 
here wants to be a free rider—we are all paying our way. Those of 
us who pay taxes pay our way. But there are many people in the 
District who don’t pay taxes. 

So that it is the stand of my association, please re-examine the 

situation. Every one of you is a very persuasive orator, you have a 

reat deal of ability to influence your comrades in both Houses of the 
Congress, and I think that you could do it if all of you really wanted 
to do it in vour hearts, you could persuade them that they should stop 
paying the lump sum to the District and do it on a percentage basis, 
based on these figures which Commissioner Spencer so ably presented 
this morning of what the Federal Government gets from the District 
of Columbia. 

Thank you very much. 

Chairman Samira. Let me say before you leave the stand, this is a 
legislative committee, and your remarks ought to be addressed to the 
Appropriations Committee. And I hope you will go before the 
Appropriations Subcommittee of the District of Columbia this year 
and tell them what you have told us, because we have told them, and 

has made no impression. 

Mrs. SARTWELL. When I look around and see you very able gentle- 
men, | can’t believe that if you think in your hearts this is the way it 
should be done, when you are on the floor of the House of the floor of 
the Senate you couldn’t persuade your colleagues. 

Chairman Smirx. Any questions? 

Senator Brau. The young lady made a very good statement 

Mrs. Sar?tTWELL. Thank you, Senator. 

Chairman Smira. Any other questions? 

(No response. ) 

Chairman Smira. Thank you very much. 


Mr. John Gilliland? 


STATEMENT OF JOHN B. GILLILAND, PRESIDENT, DISTRICT OF 
COLUMBIA CONGRESS OF PARENTS AND TEACHERS, WASH- 
INGTON, D. C. 


Mr. GItuiLanp. I am here. 

Chairman Samira. Are you prepared to testify, Mr. Gilliland? 

Mr. Gruuitanp. I will give a few extemporaneous remarks, as Mrs. 
Sartwell did, and we will also file a statement, in addition. 

[ would like to give a good deal of backing to what Mrs. Sartwell 
said about this matter of the arrangement of the Federal contribu 
tion—we don’t say Federal contribution; | tell people never to say 
that, it is Federal payment. It is what we feel the Federal Govern- 
ment owes the District for the services which we perform. And | do 
hope that you will give serious consideration to what Mrs. Sartwell 
has said, 

I wish to thank Mr. Harris for his questioning of the Commissioners 
as to whether or not the citizens approve these taxes. I take issu 
with one of the Commissioners on that subject. 
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To start with, at the budget hearing at the District Building w, 
had 117 people appear from the PTA, and some 45 of them filed 
statements, and we were opposed to anything that would reduce the 
budget which was submitted by the Board of Education, with parti 
lar reference to the 163 teachers which are so badly needed in the 
elementary schools to start this program of getting the sizes of classes 
down to an appropriate ratio. 

Mr. Harris. I think, in fairness to the Commissioner, he did s 
that there were differences of opinion on that score. 

Mr. Gitumanpb. Thank you. 

But I want to emphasize, and I believe the Commissioners wi! 
agree, that the 163 teachers are apparently needed in the elementary 
schools, but he feels we can take them from the junior and senior hig! 
schools, and we do not agree with that. 

At the present time in the senior high schools there are at least 80 
classes with more than 40 students, not to say 36 or 30 or 25 that we 
are trying to get down to; more than 80 classes with more than 4( 
students. 

Dr. Hayworth, in figuring out how many teachers would be neces 
sary to cut this back to at least 36, figures that it would take some 75 
additional teachers over what we have now, to say nothing of trying 
to deduct 163 teachers from what we have now. 

In addition to that, we have many problems in the junior and senior 
high schools resulting from the deficiencies of the past year. There 
are many, many children admitted to the junior high schools whose 
reading ability is way below junior high school standards, and remedial 
classes should be set up to take care of such situations. We need mor 
teachers in the junior and senior high schools, and not less. 

Now, the District of Columbia Congress of Parents and Teachers, 
representing 30,000 members, 115 schools, three-quarters of the 
schools in the city, I think will stand solidly back of any effort to get 
the necessary number of teachers. And we do hope that you gentle- 
men will try to see that we get them. 

Now, we did stand up in these hearings and report that some of our 
members feel that the additional funds should come from the Federa! 
Government, that many of us are glad and willing to see increased 
taxes. 

Personally, I am glad to see plenty of increased taxes if necessary, 
providing we see that the money goes to the schools. And if we can’t 
get these 163 teachers with new funds instead of taking them away 
from the high schools, then we are opposed to all these increased taxes. 

Chairman Sir. Any questions? 

Mr. Harris. I just want to make this comment, Mr. Chairman, 
on one item proposed, as was proposed by the preceding witness. 

With reference to the tax responsibility of the citizens of the 
District of Columbia, I have a tabulation which has been presented 
here of the per capita tax in comparison, and I find here that the 
adjoining county, Arlington County, Va., has a per capita tax—that 
is, on all taxes, local taxes—of $123.10; Montgomery County, Md., 
$154.89; and for Washington, D. C., $133.81. 

I find that out of 15 comparable cities throughout the United 
States, Washington is No. 13 on the group. The rest of them have 
a higher per capita tax than we do here in Washington. 

I think that is something that the citizens here might very well 
take into consideration, too, along with the contention of the respon- 
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sibility, which this committee is recognizing also, the responsibility 
of Federal payment. 
Chairman Smira. Are there any other witnesses? 


STATEMENT OF MEYER GELFAND, VICE PRESIDENT, G. B. 
MACKE CORP., WASHINGTON, D C. 


Mr. GetFanp. My name is Meyer Gelfand. I was born, raised, 
and educated here in the city of Washington. I am vice president 
of the G. B. Macke Corp., a local firm which has been engaged in the 
business of selling food and other products from vending machines 
since 1926. 

| am aware that the District of Columbia needs additional revenue 
to keep abreast of basic municipal requirements, and to provide public 
school facilities and teachers, in accordance with accepted educa 
tional standards. 

Although I think the Federal Government has been unfair in 
assuming only about 14 percent of the total cost of running the Dis- 
trict, my company and I understand that we could not have good 
municipal services without paying for them. 

The refore, we are not here to raise objection to the additional levels 
which are proposed by the Commission. But we strongly object to 
the present District of Columbia Sales Tax Act, which militates very 
harshly against my firm and a few similar ones here in the District. 
We sell candy, cookies, soft drinks, milk, coffee, and similar products 
from vending machines. With very few exceptions, these items sell 
for 5 cents or 10 cents, which means that we are forbidden by law 
from collecting any sales tax from our patrons. 

The minimum reimbursable sale is 28 cents under the present law. 
That means that the 1 percent sales tax has to be paid in its entirety 
by us. 

Now, 1 percent may appear to be a small item to some people, but 
it is not a small item to a business such as ours, which in 1955 made a 
net profit of 24% percent before Federal and District income taxes 

It was not the intent of Congress that the sales tax should be a tax 
on the retail merchant. We think that point was amply demon- 
strated by our counsel, Mr. Hall, in his testimony on March 3, 1955, 
before Senator Bible’s Senate District Fiscal Subcommittee. 

The nature of our sales being below the reimbursable brackets, we 
are prevented by law from making any collections from our customers. 
If taxation is to be equitably applied, then certainly there ought to be 
a recognition that on the part of that very small class of merchants 
who are legally prevented from collecting the sales tax, there ought 
not to be any sales tax liability. 

To correct this inequity, identical Senate and House bills have been 
nicogeeas by Senator Bible, S. 1179, and Representative Smith, 
H. R. 4532: 


To amend the District of Columbia Sales Tax Act and the District of Columbia 
Use Tax Act so as to limit the sales and use tax on vendors to the amount of re- 


mbursement authorized to be collected by them, if they can establish such 


smount by accurate records. 
The effect of this amendment will be to give equitable relief to a very 
small class of retailers. It will not affect in any way 99% percent of 
ie retailers, who are already fully reimbursed, and sometimes more, 
ecause of breakage, by collection from customers. 
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[t is my considered judgment that revenue loss to the District, jf 
such an amendment were adopted, would be less than $30,000 per year 
one-third of which, unfortunately, is being paid by my company. 

| would like to emphasize again that there is no tax reduction what- 
soever for the great bulk of retailers. Nothing in the proposed amend- 
ment permits them to segregate sales below the taxable bracket as an 
offset against taxable sales. 

In the simplest terms, the amendment says that a retailer shall no 
be obliged to pay to the District 1 penny more than he is authorized to 
collect. 

I trust that this committee, which is faced with decisions running to 
many millions of dollars, also will not neglect a decision which, althoug! 
smail in dollars, merits your attention because of the equitable prin 
ples involved. 

Thank you. 

Mr. Wiiuiarms. May I ask one question, Mr. Chairman? 

Chairman Situ. Go ahead. 

Mr. Witiiams. You mentioned that the retailers are not required 
to pay tax on that part that they cannot collect, the sales under 28 
cents, I presume. Is that in the present law? 

Mr. GeLranp. Sales under 28 cents you cannot collect from the 
public. 

Mr. Wiuurams. Now, do the retailers have to pay a tax on the sales 
that they make under 28 cents? 

Mr. GELFAND. Yes, sir. 

Mr. Wiuurams. They do? 

Mr. GELFAND. Yes; pay on all the sales. 

Chairman Smiru. What is the difference between you and the resi 
of them, then? 

Mr. Gxe.ranp. Practically all of our sales are below the 28-cent 
figure. We make hardly any sales at all which are only 28 cents, o 
meet the 28-cent requirement. 

Mr. WiiuraMs. Do retailers today bave to absorb the tax that they 
have to pay on sales under 28 cents? 

Mr. Ge.ranp. That is right. 

But practically all retailers have an opportunity to collect actually 
more than they are required to pay, because of the breakage. If they 
make a lot of 28- and 29-cent sales, they actually come out ahead. 

Mr. Atuen. In other words, if they collect 1 cent on a 30-cent sale, 
they onlv pay 1 cent on a dollar? 

Mr. Ge.ranpb. On a dollar; that is correct, sir. 

If you make three 30-cent sales in that dollar, you could collect 
3 cents, but you would only pay 

Mr. Auten. One for the Government and one for you? 

Mr. Ge.ranpn. That is right. But we don’t have that opportunity 
in our business. 

Chairman Situ. I might say in that connection, that when we 
had under consideration the sales-tax law and had the hearings on it, 
we recognized that the merchants would get more than they would 
pay, and that was recognized as their compensation for being a tax- 
collecting agency for the District. But we did rec ognize that they 
would get more than they paid back to the District. 

Mr. Ge.tranp. My company just happens to be in the reverse posi- 
tion. We make practically no sales over 28 cents. 
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Senator Braue. Mr. Chairman, we had hearings on this bill last 
session, and the thing that puzzled the Senate so much was the state- 
ment by the vending-machine operators that the loss of revenue would 
he approximately $30,000 a year, which was the figure they used, 
whereas the Commissioners, through their spokesmen, maintained that 
the loss of revenue would be some thing i in the neighborhood of $300,000 
a year. And that additional zero made quite a spread in our thinking 
when we were looking for revenue. 

| see Mr. Goldman is listed as one of the witnesses, and he appeared 
on this same question. 

Mr. GeLranp. I am taking his place today. 

Senator Brsie. I would be interested in any comment Commis- 
sioner Spencer might have as to whether the ry still feel that the collec- 
tion of this alleged inequity would deprive the District of approx- 
imately that much revenue, 

Mr. Spencer. I would like to ask Mr. Martin to speak on that. 
He is thoroughly familiar with all the details. 

Senator Braue. | believe I am stating substantially what happened 
at the hearing a year ago. 

Mr. Martin. I don’t recall that we stated specifically a figure of 
$300,000, but it will be a figure many times the $30,000 mentioned 
by Mr. Goldman when_he testified. We haven’t changed our position 
on that at all. 

Senator Brsue. Specifically, why do you say the inequity should 
not be corrected? 

Mr. Martin. Because in many instances these gentlemen are con- 
ducting a business which, if conducted otherwise, would produce 
reimbursements to the dealer involved. You can go into some of 
these installations and you can buy a complete lunch by getting a 

sandwich here, a cup of coffee here, a piece of cake here, and the 
aggregate would be subject to tax. But when you buy from vending 
machines, naturally, there is no tax involved. 

Senator Braue. As long as you kept each individual purchase under 
28 cents? 

Mr. Martin. Yes. 

Chairman Smirx. Does that answer the inequity? 

Mr. Martin. As | further testified, these gentlemen are getting top 
prices for everything that they. sell. 

Chairman Smrra. I don’t know that that is any of your business. 

Mr. Martin. Well, I think it has something to do with the eco- 
nomics of the situation, Judge. 

Chairman Samira. We are thinking about the tax aspect of the 
question now. 

Mr. Martin. For instance, on cigarettes they get 25 cents a pack, 
which is a full price. Of course, that is not subject to any sales tax. 
But I mention that as one illustration of the maximum price they 
receive, 

Senator Brate. The thing that impressed our committee, Mr. 
Chairman, was the fact that here was a class of retailer who was 
unable to collect the tax from his consumer , whereas every other class 
was able to do so. 

Mr. Martin. They can’t do it, sir, because of having sandwiches 
in one machine, soft drinks in another machine, milk in another 
machine, coffee in another machine. Naturally, they can’t collect. 
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All of these is a very complete meal, but there is no one there to add 
up the total of everything and collect the reimbursement, as there 
would be if they were operating a cafeteria there. 

Senator Brste. You are convinced that the cost in revenue to 
the District is many times the alleged $30,000? 

Mr. Martin. I certainly am, sir. 

Chairman Samira. Why do you say that? 

Mr. Martin. Because of the many sales that are made by many 
merchants in the District of Columbia under 28 cents, which they 

can segregate, and on which they can report that they collected no 
tax. 

Chairman Smirx. What I am trying to find out, do you bave any- 
thing to base it on in the way of gross sales of these vending machines? 

Mr. Martin. Yes, we do. We have considered such vendors as 
the Good Humor Ice Cream Co., for instance. 

Chairman Smita. Do you know their gross sales? 

Mr. Martin. Yes, sir. 

Chairman Sairu. It is a matter of arithmetic, if you know their 
gross sales. 

Mr. Martin. We estimated it to the extent of considering the 
merchant who has both taxable and nontaxable sales, and ascer- 
taining from individual merchants the sales not subject to reimburse- 
ment. It wouldn’t be impossible, but it would be an enormous job 
to make an exact computation. 

Chairman Smitu. The question is: What is the gross sales of all 
of the vending machine fellows? Now, when you get the gross sales, 
then you know exac tly how much tax they pay by taking 2 percent of it 

Now, it seems to me that that ought to be a matter that is easily 
ascertained instead of guessing at it. 

Mr. Martin. Well, some of these vendors have taxable sales, 
such as cigars which would cost more than 14 cents. ; 

Chairman Smiru. Let me ask, Mr. Gelfand, why do you say it 
is $30,000? 

Mr. Gevranp. It is an estimate, knowing what we do about our 
own business. 

Chairman Smiru. You are guessing, too, then? 

Mr. Ge.ranp. We have discussed this with most of the other 
vending companies in the area, so that our estimate of the amount 
involved is as a result of getting some figures from the other vending 
companie s. 

Chi ome in SmirH. You all pay this tax, don’t you? 

Mr. GeLranp. We are paying it; yes, sir. 

Chairman Surru. Then it looks to me like both sides ought to 
know what you pay. 

Mr. Martin. We know what they are paying. 

Chairman Smiru. Isn’t that the answer to what you would lose if 
they didn’t pay it? 

Mr. Martin. No, sir, because this bill would bring in many other 
merchants other than this small group of vending operators. 

Chairman Sariru. It would? 

Mr. Marrin. Yes, sir. 

Chairman Smirx. What do you mean by that? 


Mr. Martin. I illustrated it by the Good Humor Ice Cream Co., 


for instance. Take a small corner store where kids go in and buy 
candy and ice cream, and so forth, small nontaxable sales. 
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Chairman SmirH. I see what you mean. Of course, these same 


merchants have larger sales, too. 


\ir. Martin. Yes, sir; they have larger sales. But under this bill 

a merchant could segregate his nontaxable sales he wouldn’t pay 
ny tax on those sales. 

Chairman SmirH. | see. 

\ir. GELFAND. Isn’t this bill written so as to prevent that? As ] 
inderstand the bill, those smaller sales could not be used by the corner 
rocery store as an offset against the larger sales. 

Chairman Smirn. Wouldn’t this answer, if the committee con- 
cluded that it ought to be answered, if you confined it to vending 
machines? 

\ir. Marti. I don’t think so, because I don’t think those mer- 
hants should be relieved of the tax; it is because of the nature of their 
business that they are not collecting the tax. 

[ submitted to Senator Bible photographs showing these huge 
banks of machines at various locations in the District of Columbia, 
where you can get a complete meal, as a matter of fact. But when 
you buy from the individual machines, there is no tax involved, 
that is, from the standpoint of collection, reimbursement by the 
merchant involved. 

Senator BrsLe. Your position is that you are treating everyone in 
that class alike? 

Mr. Martin. We are doing that. 

Senator Braue. That there is no discrimination in that class? 

Mr. Martin. Yes, sir. 

General LANE. May I make a statement with respect to the equity? 

Chairman Samira. Yes, sir. 

General Lang. My recollection of our discussion on the question 
of equity is, the vending-machine operator has a self-imposed limita- 
tion on his ability to collect the tax. He can put in a 6-cent machine 
if he wants to, or a 5-cent machine. We don’t know what the true 
value of the product is. It may be something that sells elsewhere for 
4 cents, and he charges 5 cents, and it would be inequitable to other 
merchants to put these people in a special class and exempt them 
from a tax, because there are advantages to that method of selling, 
and we don’t think they should have the additional advantage of 
exemption from taxation. 

Mr. ALLEN. It is true, however, is it not, that if we are endeavoring 
to collect a consumer sales tax, in this case the consumer is not pay- 
ing it? 

Mr. Martin. No; it is not a consumer sales tax that we have; it is 
a vendor’s tax, it is a tax on the gross receipts of the vendor, and he is 
permicted in certain brackets to collect what we call reimbursement of 
the tax. 

Chairman Smits. The fact is that the wrong fellow is paying it, 
in this instance? 

Mr. Martin. That is true. 

But I say it is because of the nature of the operation. 

Senator Braie. Are you still of the opinion that some of them put 
out shorter chocolate bars than others? 

Mr. Martin. Certainly. 

As I testified, I gave you samples, I brought the bars themselves 
in and showed you that there were different bars of chocolate involved. 
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Senator Braue. I will be careful how I buy chocolate bars. 
[ have nothing further at this time, Mr. Chairman. 
Mr. Martin. May I say this: If the committee is going to seriously 
consider the matter in the current. bill, I would tike to prepare a state- 
ment for the information of the committee. 

Senator Braue. I think that should be done. 

Chairman SmirH. We would be glad to have that statement. We 


appreciate the fact that you don’t want to let anything escape. That 
is your job. 


Do we have another witness? 


STATEMENT OF J. FAY HALL, JR., COUNSEL, G. B. MACKE CORP. 
WASHINGTON, D. C. 


Pr Haut. Mr. Chairman and members of the committee, my name 
is J. Fay Hall, Jr. 1 am counsel for the G. B. Macke Corp. I just 
wanted to make 1 or 2 comments in response to Mr. Martin’s testi- 
mony and Commissioner Lane’s testimony. 

As for Commissioner Lane’s statement that this is a self-imposed 
limitation, | would point out, if the committee please, that it is a 
limitation imposed in the law itself, which does not permit collection 
or sales below 28 cents. 

So the fact that we might put a penny slot on the machines which 
sell a nickel candy bar and charge 6 cents for it doesn’t mean that 


we are authorized by law to collect a penny tax on it. The law itself 


imposed the limitation which prevents collecting reimbursement on 
sales below 28 cents. 

Chairman Smiru. I think what Mr. Martin meant was that you 
could charge 6 cents instead of 5 cents. 

Mr. GueLranp. That may be damaging to our business, though. 

Mr. Hauu. The other point that Mr. Martin makes is that this bill 
permits every retailer to segregate his sales. I am sorry to say that 
that is a misconstruction of the bill by Mr. Martin, and, I believe, the 
Commission, that they have entertained right along. 

The bill positively does not permit any merchant to segregate his 
below-bracket sales and not pay a tax on them if his collections equal 
1 percent of his total gross sales. 

I think the damage that has been done in opposing this bill is the 
suggestion that it does permit every retailer to segregate below-bracket 
sales and pay no taxon them. That is absolutely not the case. 

This bill merely places a ceiling limit on the total tax that any mer- 
chant has to pay. If he collects as much as 1 percent of his gross 
sales in the food line, or 2 percent of his gross sales, he has to pay it 
and he can’t segregate any below-bracket sales and not pay tax on 
them. I think that definitely should be made clear to the committee. 

On the question of the revenue loss, at the hearing before Senator 
Bible’s subcommittee last March, the only people who appeared in 
favor of this bill and testified were the vending-machine operators and 
a few blind operators of snack bars. 

The entire group proved a revenue loss of $16,000; $10,000 from the 
Macke Co., about $5,000 from the Canteen Co., which is another 
vending machine operator, and about $1,000, possibly $1,500, of loss 
that the blind operators of these snack bars were having to pay out 
of their own pockets. 
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4 They are able to reimburse themselves for some part of the tax, but 
ey still have so many small sales that a part of the tax comes out of 
elr own pockets. 

Now, it certainly seems to me that if this bill had the wide spre rad 
effect that Mr. Martin and the Commissioner attributed to it there 
vould have been many, many more people here testifying in favor 
ffit. 

| think the fact that the vending-machine merchandisers and the 
operators of the blind stands were the only ones who came forward 
and supported the bill proves that the revenue loss would not be ve ry 
much in excess of what they testified they were paying themselves 

Senator Brste. Maybe they considered it as just one of their costs 
of being in their particular type of operation. 

\fr. Hauu. I doubt that very seriously, Senator Bible. I am con- 

need that more than 99 percent of the merchants are collecting more 
tax, or at least as much tax as they have to pay, and I don’t believe 
there has been any evidence produced by your subcommittee to indi- 
cate to the contrary. 

Senator Braue. | have nothing further. 

Mir. Haut. Thank you very much. 

Chairman Smita. Mr. Martin, | wish you would give us some 

tter authenticated estimate on the loss of revenue on that. 

Mr. Martin. All right, sir. 

Chairman SarirH. | am sure you can. 

i For the record, the Chesapeake & Potomac Telephone Co. asked 
to file a statement relative to the proposed tax on the users of tele- 
phones under the Commissioners’ plan, and that will appear in the 
ecord at this point. 

The statement referred to is as follows: ) 


Acetaeest 


STATEMENT OF THE CHESAPEAKE & Potomac TELEPHONE Co., Witu REspPEcT 
ro Titte II or H. R. 8168 InNsorar as it ExtTeENps THE DiIsTRICT oF 
CoLuMBIA SALES Tax To Locat TELEPHONE SERVICE 


On behalf of its subscribers, the Chesapeake & Potomac Telephone Co. wishes 

submit its views on the proposed extension of the District of Columbia sales 
ax to amounts paid for local telephone service. If adopted, this will add more 
5 than $400,000 a year to the already disproportionate tax burden borne by sub- 
® scribers to telephone service. 
& When the District of Columbia sales tax was first enacted, in 1949, Congress 
gave careful consideration to applying it to telephone service but determined 
j hat it would be unfair to superimpose an additional tax on top of the burdens 
© already borne by telephone users. The considerations which led to this decision 
» are no less weighty today than they were then. 

Congress already imposes a special excise or sales tax on telephone service, 
j amounting to 10 percent of the customer’s bill. There is, however, no Federal 
+ 
: 

# 


excise tax on electricity or gas or any other utility service which is now subject 
to the District of Columbia sales tax. 

\ 10-percent tax is extremely severe. It is five times the rate which Congress 
is placed on sales of gas and electricity in the District of Columbia. If the sale 
tax is imposed on top of this 10-percent tax, Congress will be requiring telephone 

rs to pay 12 percent as compared with the 2 percent paid by users of gas and 
ectricity. The fact that the proceeds are used for national purposes, rather than 
erely for District purposes, does not make the load any lighter. The customer 
s concerned not with where the money goes but who it comes from. 

The Federal excise tax on local telephone service was first imposed in 1941. 
t was originally enacted on a temporary basis but was extended indefinitely by 
he Exeise Tax Act of 1947. It was intended primarily to discourage the use of 
elephone service during wartime. In spite of the disappearance of this reason 
or its existence, the tax still persists. 
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A Gallup Poll taken in 1953 by the American Institute of Public Opinion pla 
the telephone excise at the head of the list of taxes most disliked by the pu 
A more recent public poll made by Opinion Research Corp. placed local telep 
service first and long-distance calls second in a list of services and commod 
which the publie thought should not be taxed at all or on which the tax shoul 
lowered. 

The National Association of Railroad and Utilities Commissioners has 
recognized and taken a strong stand against the unfairness of the Federal ex 
tax on telephone service. As chairman of the Special Committee on the Eff 
of Taxes on Utility Rates, Commissioner Justus F. Craemer, of Califo: 
reported at its 1952 convention, that: 

“Tt is your committee’s considered opinion that the tax discrimination aga 
‘phone users is grossly unfair and should be called to the attention of 


* *“) 


tele 
) 


Co1 


gress 


It is respectfully submitted that the imposition of this tax wo 
further discriminate against telephone users. 

Chairman Smiru. I think that is all. 

We will meet Monday morning at 10:30. At that time we 
go into this Andrews matter, we will hear Mr. Andrews, and oth 
in connection with the proposal to change the method of selli: 
liquor in the District of Columbia. 

We will adjourn until 10:30 Monday morning. 

(Whereupon, at 12:50 p. m., the joint committee recessed, 
reconvene at 10:30 a. m., Monday morning, January 16, 1956.) 


TO PROVIDE REVENUE FOR THE DISTRICT OF 
COLUMBIA AND FOR OTHER PURPOSES 





MONDAY, JANUARY 16, 1956 


CONGRESS OF THE UNITED STATES, 
JOINT SUBCOMMITTEES ON Fiscat AFFAIRS 
or THE House AND SENATE COMMITTEES 
ON THE District or CoLtumBraA, 


Washinaton. dD. C. 


The subcommittees met pursuant to call, at 10:40 a. m., in room 
P-38, the Capitol, Washington, D. C., Hon. Howard W. Smith 
presiding. 

Present: Representative Smith (presiding) ; Senators Bible and Beall; 
and Representatives Harris, Davis of Georgia, Williams, Rutherford, 
O’Hara, Talle, and Allen, Jr. 

Also present: Leo A. Casey, clerk, and William P. Gulledge, counsel 

Senate committee); William N. Meleod, clerk, and Wendel E. 
Cable, minority clerk (House committee 

Chairman Situ. The subcommittee will be in order. 

This morning the first thing we are to hear from Mr. Andrews on 
his proposed liquor bill. 

Mr. Andrews, we are delighted to have you and further delighted 
to hear what you have to say on the subject. 

H. R. 6196 is as follows:) 


[H. R. 6196, 84th Cong., Ist sess 


A BILL To provide that the Alcoholic Beverage Control] Board establish and maintain Government liquor 
stores in the District of Columbia, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United St 
{merica in Congress assembled, That section 3 of the District of Columbia Alcoholic 
Beverage Control Act, approved January 24, 1934, as amended (D. C. Code 
1951 edition, title 25), is amended by inserting at the end thereof the following 

‘(r) The words ‘Government store’ shall mean a store established by the 
Board under this Act for the sale of alcoholic beverages or any one or 1 
varieties thereof.” 

Sec. 2. Section 6 of such Act, as amended, is amended by designating the para- 
graphs of such section as subsections (a), (b), and (d), respectively, and by 
nserting after the second paragraph as so designated a subsection (c) as follows: 

‘(c) The Board shall also have the following powers, functions, and duties: 

1) To buy, import, and sell aleoholic beverages, and to have alcoholic bever- 
ages in its possession for sale; 

‘(2) To control the possession, sale, transportation, and delivery of alcoholic 
beverages by the Board; 

“(3) To determine the localities within which Government stores shall be 
stablished and operated and the location of such stores 

(4) To make provision for the maintenance of warehouses for aleoholie bever- 
iges and to control the delivery of aleoholic beverages to and from such ware- 
iouses, and the keeping of the same therein; 

““(5) To lease, occupy, and improve any real property required for the purposes 
of this Act: 


ire 
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(6) With the consent of the Commissioners, to purchase or otherwise to 
acquire title to any land required for the purposes of this Act and to sell the same 

(7) To purchase, lease, or otherwise acquire any plant or equipment whic] 
may be necessary or useful in carrying into effect the purposes of this Act, including 
rectifying, blending, and processing plants, but not manufacturing plants; 

(8) To determine the nature, form, and capacity of all packages to be used 
for containing alcoholic beverages to be kept or sold under this Act, and to pre- 
scribe the form and contents of all labels and seals to be placed thereon; 

‘(9) To appoint all officers, agents, and employees required for its operations 
dismiss them, fix their salaries or remuneration, assign them their official positions 
and titles, define their respective duties and powers, require them or any of them 
to give bonds payable to the United States in such penalty as shall be fixed by thi 
Board, and engage the services of experts. All salaries and remuneration 
excess of $1,000 per annum shall first be approved by the Commissioners; and 

‘““(10) Generally to do all such things as it may deem necessary or advisable for 
the purpose of carrying into effect the provisions of this Act.” 

Sec. 3. Such Act, as amended, is amended by inserting at the end thereof th« 
following new sections: 

“Src. 41. (a) The Board shall establish, maintain, and operate, in such loca 
tions as it shall consider advisable, Government stores for the sale of aleoholic 
beverages in accordance with the provisions of this Act and, when it deems it 
advisable to do so, discontinue any such store or stores. 

“(b) The Board shall, from time to time, fix the prices at which the various 
classes, varieties, and brands of alcoholic beverages shall be sold in such stores 

““(e) The sale of alcoholic beverages at each Government store shall be con- 
ducted by a manager, and by such other officers, agents, and employees as may 
be appointed hereunder, who, shall, under the direction of the Board, be respon- 
sible for the carrying out of the provisions of this Act and the regulations of the 
Board insofar as they relate to the conduct of such store and the sale of alcoholic 
beverages at such store. 

‘“‘(d) No alcoholic beverages shall be sold in a Government store except in a 
closed package, sealed and containing such label as the Board shall prescribe. 

‘“‘(e) No alcoholic beverage shall be consumed in a Government store by 
any person, 

“(f) The Board may from time to time adopt, alter, amend, and repeal such 
regulations relating to the sale, delivery, and shipment of alcoholic beverages as 
may be necessary to prevent the unlawful sale of such beverages in a Government 
store and the unlawful delivery of such beverages from such store. 

“Sec. 42. (a) Every order of the Board for the purchase of alcoholic beverages 
and every cancellation of such an order shall be authenticated by the Chairman 
of the Board or by a member of the Board authorized by the Board to do so, and 
no order or cancellation shall be binding unless so authenticated. 

“‘(b) A duplicate of every such order and of every such cancellation shall be 
kept on file in the Office of the Board. 

‘Sec. 43. No sale or delivery of alcoholic beverages shall be made at any 
Government store, nor shall any such store be kept open for the sale of alcoholic 
beverages 

““(1) on Sunday; 

(2) on any public holiday fixed pursuant to the provisions of the laws 
of the District of Columbia; and 

**(3) during such other periods and on such other days as the Board may 
direct. 

“Sec. 44. The net profits derived by the Board under the provisions of this Act 
shall, after deducting therefrom such sums as may be allowed the Board by the 
Commissioners for the creation of a reserve fund to meet any losses that may be 
incurred by the Board in connection with the administration of this Act, be paid 
by the Board into the Treasury of the United States to the credit of the District 
of Columbia within thirty days after the close of each fiscal year and at such other 
times as the Commissioners may prescribe. 

“Sec. 45. The Board shall keep such records as shall be necessary to show— 

} 


(1) all moneys received by the Board; 

‘“*(2) all disbursements of money made by the Board; 

(3) the amount of money on deposit and on hand; 

**(4) the security given the Board by depositories of the Board; 
“ce eg 


5) the kinds and amounts of alcoholic beverages on hand and the location 
thereof: 
‘*(6) all indebtedness and all contracts of the Board; 
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(7) all receipts from and costs and expenses incurred for and on behalf 
each Government store; and 
*() all real estate owned, leased, or sold by the Board. 
“Spec. 46. (a) The Board shall from time to time make reports to the Com- 
nissioners of the District of Columbia covering such matters in connection with 
the administration and enforcement of this Act as they may require, and shall 
annually make to such Commissioners a report for the twelve months ending or 
the 30th day of June in the year in which the report is made, which shall include 
“‘(1) a statement of the nature and amount of the business transacted by 
each Government store under this Act during the year; and 
‘(2) a statement of the assets and liabilities of the Board, including a 
profit-and-loss account, and such other accounts and matters as may be 
necessary to show the result of the operations of the Board for the year 
‘‘(h) The books and records of the Board shall at all times be s ect to 


examination and audit by the Auditor of the District of Columbia or such other 
agency as the Commissioners of the District of Columbia may designate 

“Sec. 47. If any person shall sell any alcoholic beverage mm the District of 
Columbia without being licensed un a the provisions of this Act, or shall sel 
any such beverage in a@ manner other than that permitted by the provisions of 

s Act, he shall be guiltv of a misdemeanor. 

“Sec. 48. It shall be unlawful for any person to buy alcoholic beverages (other 
han beer and light wine) from any person other than a Government store or so! 
person authorized under the provisions of this Act to sell the same 

“Sec. 49. On and after February 1, 1955, it shall be unlawful for any persor 


icensed under the provisions of this Act to sell at retail aleoholic beverages 
ther than beer or light wine), to sell any such beverage not purchased from the 
Board. 
“See. 50. On and after February 1, 1955 
(a) no aleoholiec beverages (other than beer and light wine) shall be 
ported, shipped, transported, or brought into the District unless the 
same be consigned to the Board; the Board may, however, permit such 
alcoholic beverages in wholesale quantities ordered bv it from without the 
District for any person to be shipped or transported direct to such person; 
and 
‘(b) no beer shall be imported, shipped, transported, or brought into 
the District except to the Board or to persons licensed under the provisions 
of this Act to sell the same. 

Sec. 51. On and after February 1, 1955, the Board shall have the exclusive 
ight, with the exception of the rights of holders of licenses authorizing the sal 
of alcoholic beverages for consumption at the place licensed and persons entitled 
to sell alcoholic beverages on prescription for medical purposes, to sell alcoholic 
beverages (other than beer and light wine) at wholesale and retail within the 
Distriet of Columbia.” 

Sec. 4. Effective January 31, 1955 

(a) subsections (c) and (e) of section 11 relating to the issuance of certain 
wholesale and certain retail licenses) of such Act of January 24, 1934, are 
repealed; and 

(b) section 18 of the Act entitled ‘“‘An Act to amend the District 
umbia Alcoholic Beverage Control Act’’, approved August 27, 19%: 


mis, 


amended (D. C. Code, 1951 edition, title 25, sec. 112), is repealed. 


STATEMENT OF HON. GEORGE W. ANDREWS, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF ALABAMA 


Mr. ANprews. Mr. Chairman and members of the committee, |] 
know there is a great need for additional revenue for the District of 
Columbia. 

It has been my pleasure to serve in Congress fer 12 years, since 
March of 1944. Each year I have noticed the request made by the 
District from the Federal Government for contribution has increased. 

The first year I came to Congress the annual contribution by the 
Federal Government was $6 million. It has grown steadily to where 
year before last the contribution was $20 million, last year $18 million, 
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and the request, as I understand it, before the Congress for fiscal 1957 
is $22 million. 

I can easily understand why the increased amount is necessary. 
We have to have improved highways, streets, services. We have 
taxed groceries. Now there is a move to increase tax on groceries, 
medicine, clothing, and the essentials of life. 

I am not proposing anything new to this committee. It is an old 
old thing that I suggest that the committee give due consideration to, 
namely, “the establishment of a system of government-owned whisky 
stores for the District. 

Two years ago I introduced a bill which provided for the creation 
of a system of Government-owned stores in the District. 

1 think my record in Congress will bear out the statement that | 
am opposed to Government-ownership of business or Government 
competition with private enterprise. 

But the whisky business is such a business that by its nature, I do 
not think you can regulate it or the sale of whisky too much. 

I did not introduce my bill as a moral issue but solely as a revenue- 
producing bill and I would like to submit to the members of this 
committee certain figures which were compiled by the Legislative 
Reference Service of the Library of Congress. 

Whether you know it or not, there are 16 States in the Union that 
operate retail whisky stores. 

Mr. O’Hara. You mean exclusive of any private operation? 

Mr. Anprews. Yes, sir. My State of Alabama is one, the State 
of Virginia is one. And I would like to call them here to you—here 
is a list of them. 

And I would like to submit to you this statement from the Library 
of Congress showing the revenues, expenditures, and the net profit 
for the years 1951 and 1952, from these monopoly States. 

There is Alabama, Idaho, Iowa, Maine, Michigan, Montana, New 
Hampshire, Ohio, Oregon, Pennsylvania, Utah, Montana, Virginia, 
Washington, West Virginia, and Wyoming. 

This list shows a breakdown of the total sales, the total cost and 
the net profit for each of these States for the years 1951-52. 

Now in the year 1952, the total sales in the 16 States were 
$923,871,000. The liquor-store expenditures, or the expense, was 
$723 ,255,000. 

The excess of revenue over expenditures, or the profit, was 
$200,616,000. 

And if you gentlemen will study these figures you will find that the 
profit from the sales is about 20 percent net profit. 

w In 1951, the total sales in those 16 States was $914,419,000; the 
expense was $728,289,000. The net profit was $132,130,000. That 
is less than the 20 percent. 

But last year, I had the Reference Service get figures for the year 
1954, and the total amount of sales was $972,186,000. The expenses 
were $882,926,000. The profit was $171,260,000. 

Uniformly, these figures show that the income or the net income, 
the profit so to speak, is 20 percent of the gross sales. 

Now, with the permission of the chairman and members of the 
committee, I would like to submit these figures to you, and a list of 
the States that operate. 

These are for 1951 and 1952 and the one that the judge has is for 
1954. Iasked them to get for me the figures as best he could, showing 
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the total amount of whisky in dollars sold in the District during 1954, 


' and the total amount of sales. 


3c AW ig ath 


me ean Solewive 


| am reading from a letter dated May 9, 1955, addressed to me and 
3 ened by Dr. Ernest S. Griffith, Director of the Legislative Reference 
service of the Library of Congress. 

Retail sales of liquor in the District of Columbia apparently were about $75 
nillion in fiseal year 1954. This figure is implied in the Distilled Spirits Institute 
-timate that sales-tax revenues were $1.5 million in 1954. 

\s stated in our earlier information we do not attempt to make an estimate of 

gains derived from sales by retailers. 

The tax revenues of the District from excises on alcoholic beverages was 
$3.937.346.45, and license fees were $1,259,763 in fiseal 1954. 

Senator Beaty. Do vou have the gallonage tax that the District 
received? There is such a tax in the District. 

\ir. ANprews. I do not have that. What would this alcoholic 
heverage excise be? 

Senator Beau. The excise is the sales tax; is it not? 

Chairman Smita. Mr. Martin could tell us. 

Mr. Martin. During the fiscal year 1955, it amounted to $4,250,918. 
Senator BEALL. Say that again. 

Mr. Martin. $4,250,918. 

Senator Beauu. That is gallonage tax? 

Mr. Martin. Yes, sir. 

Senator Beau. What is the sales tax? 

Mr. Martin. We estimate the sales tax as $1.9 million. 

Senator Beaty. That is $5 million then; is it not, roughly speaking? 
Mr. WiiurAms. What was the total revenue of all taxes? 

Mr. Martin. The total revenue of all taxes, would you like me 
10-—— 

Chairman SmitH. You mean all taxes on liquor? 

Mr. WruurAMs. The sum total. 

Chairman SmitH#. What he is trying to get at is what was the profit 
to the District out of the taxes last year. 

Mr. Martin. $8,962,642. 

Mr. ANDREws. May I ask Mr. Martin a question? 

Chairman Samira. Yes. 

Mr. ANDREws. What part of that was taxes on whisky sold? 

Mr. Martin. Well, I have a sales tax figure of $1,900,000; liquor 
taxes of $4,250,918. 

Senator Bratt. How much? 

Mr. Martin. $4,250,918. 

Beer taxes, in my calculation—I am bringing beer into the picture, 
also, sir—$662,129. 

Mr. Harris. You are talking about 1955 now? 

Mr. Martin. Fiseal 1955. 

Mr. Harris, Mr, Andrews’ figures are for 1952. 

Mr. AnpreEws. I was reading 1954. 

Mr. O’Hara. He gave the 1954 figures there. 

Mr. WiuuraMs, A gross sales of $75 million? 

Mr. ANDREws. Yes. 

Chairman Smirx. Have you covered all of the breakdown of all of 
the taxes? 

Mr. Martin. No, sir. 

Chairman Smiru. Put it all in while you are at it, the taxes I mean 
now, that go to make up your $8 million. 
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Mr. Martin. The figures that I have here are the result of the ar 
ysis of the franchise-tax returns filed by liquor dealers, all of them 
wholesale and retail, during the fiscal year 1955: Real-estate taxes 
$70,192; tangible personal property taxes, $318,395; franchise or in- 
come taxes, $199,535; sales taxes, $1,900,000; stamp taxes, $4,250,918 
beer taxes, $662,129; and miscellaneous taxes—that will include motor 
vehicles, gasoline taxes, and all of the miscellaneous taxes—$300,854 
licenses, $1,260,618; . a grand total of $8,962,642. . 

Chairman SmirH. Now, Mr. Andrews, proceed. 

Mr. Anprews. Now, centlemen, I assume that the principle « 
bodied in this bill, if adopted here in the District—that many 
these taxes would continue to be collected. 

I would like to call your ere to the fact that Montgome 
County, Md., has a State-owned or county-owned system of « 
pensaries, and during last year they sold $6,750,000 worth of whisl 

Of this amount approximately $250,000 was paid to the Stat 
alcoholic beverage taxes and approximately $750,000 was paid 
the general fund of Montgomery County. That is a net profit 

50,000 on $6,750,000 worth of business. 

q think the figures in all of these States and in all of these commu 
ties where State-owned stores are operated, will bring to the municip 
corporation, or the State that operates them, a net of 20 perc 
profit of the gross sales. 

So if $75 million worth of whisky is sold annually—it could be mo 
than that, these figures are based on-the reports made by the retaile: ( 
the sales could be le ‘ss or they could be more—but if $75 million wort! ; 
of whisky is sold in the District annually, you can safely expect 20 
percent net profit. And that is a nice piece of revenue for the District 

I think that a far better way to raise money than to tax groceries 
or medicine or food or shelter or things that are essential for a perso. 
to live. “ 

In addition to the revenue feature of this bill, I think if we adopted 
this system of State-owned liquor stores, operated and manned by 3 
civil-service employees, we would have a far better system of distribut- 4 
ing liquor in the District than we have today. 

You talk about a monopoly. I think you have a monopoly in thi 
whisky business in Washington today at the wholesale and retail level 

And I have been told—and it is my information—that any half- 
drunk alcoholic or winor or dope fiend or undesirable character can 
buy whisky if he has the money to pay for it, and under the stile of 
whisky as it prevails in the District today, all it needs to buy one- 
half a pint or a case is a telephone call—by a minor, by an alcoholic, 
by a criminal—and it is immediately delivered and if the money is on 
the barrel head no questions are asked of the person to whom it is 
delivered. 

I have observed whisky stores in monopoly States and they are 
operated by high-type civil-service employees, and a man who !s 
half-drunk cannot buy any whisky in that store. 

I] have no personal interest in this case. I merely introduced this 
bill in an effort to help you gentlemen find ways and means of in- 
creasing the revenue of this District. I agree with you it is needed. 

And I submit to you if you ask any person who comes from any one 
of these States, where the monopoly system is in existence, they will 
tell you that conditions are a little better than they are in the Dis- 
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trict. You have a pretty high crime rate in this District. And the 
sasis of many of your serious crimes is drunkenness. 

That is all I care to say, Mr. Chairman. 

Chairman Smit. Senator Bible, any questions? 

Senator Bisue. I have no questions. 

Senator Beaty. Mr. Chairman, I think Mr. Andrews has pre- 
sented a very interesting case here. I am wondering if he has thought 
bout every other business being Government or privately owned, 
vhy just the liquor business. Why do you single out the liquor 
business? 

\ir. ANpREws. I stated to start with, Senator, I think that the 
ature of whisky is such that it cannot be regulated too much. 
Ordinarily, I am not in favor of the Government competing with 

ivate enterprise, and have so voted during the 12 years that I 

ve been in Congress. 

Sut whisky is a peculiar type of merchandise. The less you 
regulate it the more trouble you W ill have or going to have. 

Senator Brauu. In these 16 States that have Government monop- 
lv, do they prohibit private sales, too? Do they have any in- 

vidually owned stores? 

\ir. ANDREWws. Yes, sir. 

Senator Bratt. They do not prohibit that? 

Mr. ANprEws. Yes, sir; they prohibit it. All package stores, 
vhere you buy it in quantities or more than a drink, the Government 
has exclusive control over the sale at retail and wholesale. 

Senator Brau. Package goods you refer to as off-sale but the 
on-sale you could buy by the drink if you desire? 

Mr. AnprEws. Yes, sir. This would not interfere at all with the 
cocktail lounges or any bar that is operated in a legitimate place 

business. 

I might say this: I have read the objections to this bill and I will 
admit that somebody will get hurt if it is adopted. But I say thai 
somebody is going to get hurt if taxes are increased on groceries 
wud medicine. 

Senator BEALL. Somebody always gets hurt when you have taxes. 
If you eliminate private capital somebody is going to lose. 

Mr. Anprews. You can figure out ways and means of taking over 
stocks of existing businesses, pay them the full price for it. 

First you have to determine whether you want to aon this 

inciple of State ownership and then the other thing will more or less 
follow in an orderly fashion. 

Senator Brauu. It is right hard if you believe in individual and 
private capital to discriminate ad any legitimate business, do 
you not think so? 

Mr. ANprEws. Yes, sir; I agree with you. 

Senator Brae. Does this deal only with whisky or does it cover 
beer and wine? 

Mr. ANpreEws. Only whisky. 

Senator Brste. Are beer and wine excluded in the Virginia law? 

Mr. AnprEws. This bill was drawn almost word for word by the 
Legislative Reference Service that we have up here to follow the 
Virginia bill which has been in existence for many years, since the 
prohibition amendment was repealed. I think it has worked very 
successfully. 
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Senator Brsie. Beer and wine are excluded in the Virginia lay 

Mr. Anprews. They are excluded in Virginia. This just has to 
do with hard whisky. 

Senator Beaty. Anything under 20 percent would be excluded? 

Mr. Anprews. Yes, sir, I think that is it, is it not, Judge? 

Chairman Smiru. I do not want to discourage you, but I introduced 
the Virginia bill as a substitute for the bill that was adopted. Tha 
was 20 some years ago. I did not have much luck with it. 

[ want to ask you this: You stated that whisky now was sold by 
telephone to anybody that phoned in without any question being asked 
Was that a rumor or do you state that as a fact? 

Mr. AnprEews. Judge, I have heard that since I have been in 
Washington, and I have a statement here from one of the ciyi 
organizations. 

Chairman Smita. While we are on this subject, I think later o1 
we had better look into that. 

Mr. Anprews. I would like to read this to you—here is what | 
based my statement on, a resolution received by me from the Petwort| 
Citizens Association, Inc. 

Among other things it says: 


Whereas it is believed that the sale of liquor through the Government monopo 
would eliminate attractive window displays of the same, and the possibility 
illegal sales being made to minors by telephone. 

Chairman Smitrx. That is not much more than a rumor, is it? 

Mr. O’Hara. Mr. Andrews, I appreciate that some of the objec- 
tions to which you refer to the sales of liquor over the telephone and to 
partly intoxicated people is not completely eliminated by monopolisti: 
State controls? 

Mr. Anprews. I would think so because in the States where [ have 
personal knowledge of how whisky is sold, the only way that whisky 
ean be purchased is by a person going in the store and making thie 
purchase in that store. They do not deliver whisky. 

I am not asking you to adopt this bill for that reason. My interest 
is solely to. get the revenue that can be derived. 

Mr. O’Hara. Well, I realize that you were doing that but you are 
also bringing in these other issues and I just wondered where liquor is 
sold, whether by monopolistic stores or not, there are not some 
unpleasant things that happen regardless of whether it is private 
industry that sells it or monopolistic State-controlled sales. 

[ do not think one eliminates the other, so long as it is sold. There 
are going to be aftermaths of the sales that are not happy; is that not 
true? 

Mr. ANprRews. Yes, sir. 

Mr. O’Hara. So what I am concerned with Mr. Andrews, is thie 
tax end of this. What do you consider that your bill would bring in 
in revenue? What do you claim it would bring in in revenue, to the 
District of Columbia. That is one of the things that I am very much 
concerned with as compared to the present receipts under the present 
system. Wherein does your bill bring in more revenue or less revenue 
than the present existing situation? 

Mr. ANprews. In answer to your question, what revenue could be 
expected, that would de »pend upon two things: First, the total amount 


of whisky sold; second, the efficiency of operation of the system by the 
District. 
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Mage. figures that I submitted to the committee show that uniformly 

e profit is 20 percent of the total sale. 

x _O’Hara. Based upon your information of the aver: ge total sale, 
what do you compute as to be the net gain to the District? 

You have also got to take into consideration what they get in all of 
the various forms of taxes under the present operation. I think we 
have to be fair about that. 

Mr. AnpreEws. | want to try to be as fair as possible. I think many 

the taxes that were listed there in revenue, would be retained on the 
wha sold in the District. 

Chairman Smirx. You mean like the tax on the real estate by the 
businesses covered? 

Mr. ANprEws. No; that would not be. 

Senator Brautu. The sales tax would be the only one that would be 
retained, would it not, Mr. Andrews? 

Mr. O’Hara. Would that not be the situation, Mr. Andrews, that 
the sales tax would be retained? 

Mr. AnprEws. That would be retained. 

Mr. O’Hara. The only tax that would be retained. 

Senator Beauty. The gallonage tax would be out. 

Mr. O’Hara. The gallonage tax would be out. 

Mr. Wiuurams. The beer tax. 

Mr. Anprews. The beer tax would not be affected. 

Mr. O’Hara. That is correct. I am not attempting to unduly 
delay this. 

Do you arrive at any estimate of the difference or net revenue to the 
District under the present situation as it exists, and your bill? 

Mr. AnprEws. May I ask you this: What are the figures? I did 
not write them down there. What do they show that is derived at 
the present time? 

Mr. O’Hara. $8,900,000 is the rough figure. 

Mr. ANpREws. You would retain the sales tax. 

Senator Braun. That is $1.9. 

Mr. Anprews. And the real-estate taxes, of course, you would not 
get that but it would be necessary. 

Mr. O’Hara. The real estate would still be there whether a vacant 
store or not. 

Mr. AnpreEws. I think it is safe to assume that you have far more 
whisky stores in Washington today than you would need under this 
proposed bill. I understand this real-estate tax to be the tax that 
comes from the buildings that are now rented and occupied by whiksy 
retailers. 

Of course, you would have a need for some, quite a few, I do not 
know how many stores you would need in the District to carry out 
this system, but, say, 50 percent of the total number you have today. 
It would reduce the real-estate taxes only 50 percent. 

Mr. O’Hara. Do you have any way of arriving at, let us say, the 
net gain or loss in the change of operation? 

Mr. Anprews. Let us assume that the District operates whisky 
stores, and the sales remain the same level, $75 million, and that the 
District can operate the stores as economic ally as these 16 monopoly 
States operate their systems. Then you could expect 20-percent 
profit from the $75 million worth of whisky. 

Mr. O’Hara. Do you thnk—— 
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Mr. AnprEws. Then you could subtract from that amount some 
of these taxes here that would go overboard. 

Mr. O’Hara. You would still have the cost of operation of t] 
stores, too. I mean the District would have to carry that. 

Mr. AnpreEws. I am figuring that in the 20 percent. All 
figures that I gave you that is the profit. In some cases, the net 
profit runs 25 and 30 percent in some of the States. 

Mr. O’Hara. Do you think it is comparable to compare the 
operations of the sale of liquor in the District of Columbia which is 
really the same as a municipal operation as on the State level? Would 
it be-comparable, do you think? 

Mr. Anprews. I do not see why it would not be, because in most 
of the States, monopoly States, your big business is done in the big 
cities. Richmond, for example, Birmingham, Montgomery, and 
Mobile down in Alabama, they sell most of the whisky. 

Mr. O'Hara. That is all, Mr. Chairman. 

Senator Beatu. Mr. Chairman, may I just ask one thing before we 
get away from this: Do vou know of any Government operation that 
is operated as economically as a privately owned operation? You 
say you would still have the expense. 

Mr. Anprews. No, I do not think so. I think private business is 
far more economically operated than Government business. 

I agree with you 100 percent, if that is what vou infer. 

Senator Brauu. That is all. 

Mr. Harris. Mr. Andrews, I thoroughly agree with what you said 
a moment ago that the first thing that is a matter of consideration here 
is to determine the principle involved. Of course, we well know 
throughout the years, the question of prohibition has been a highly 
controversial one. 

We have in this country a procedure whereby certain areas, if they 
want to, do away with the legal sales of alcoholic beverages, and they 
have done so by their own vote. 

We have had varied experiences throughout the years, even before 
what is referred to as the prohibition days and the experience that 
followed that. And I am inclined to agree with you and a lot of other 
people that actually it is difficult to know what is the best approach 
to the problems involved. It is the principle that I am speaking of 

Some of these States, I believe you mentioned 16 of them, have gone 
into State owned operations. I assume that has been done by their 
State legislatures. 

Mr. AnprREws. Yes. 

Mr. Harris. Might some of it have been done by the vote of the 


people | by referendum? I do not know about that. Do you know 
of any’ 


Mr. Anprews. No, I do not. 

Mr. Harris. Do you have any way that you could explain that 
information for us? 

Mr. Anprews. I will try to get it. 

Mr. Harris. I think it would be interesting to know whether or 
not people of any of the States where they have State owned liquor 
stores have by their vote adopted that principle of operation. 

Mr. O’Hara. By referendum, you mean? 

Mr. Harris. By a vote of the people, by a referendum-or otherwise. 

Do you know whether or not there has been any comparable action 
taken by the Congress or any other type of Federal operation that 
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would say that the Federal Government should in any way at all get 
into the sale of alcoholic beverages? 

Mr. Anprews. Well, Judge Smith tells me he made an effort to 
get the Congress to adopt this system when the prohibition law was 
repealed and whisky was to be sold legally in the District and he 
failed. 

Is that right, Judge? 

(Chairman Smiru. It never came to a vote. It went out on a point 
of order, as not being germane to the bill offered 

Mr. Anprews. I know this is the first time that the Congress, since 
the repeal of the prohibition law, so far as I know, has had submitted 
to a committee of Congress this proposition. 

Mr. Harris. Of course, we had the whole issue up when the 
District Beverage Control Act was passed back in the 1930’s that was 
in 1933. The whole issue was up then. I am frankly interested in 
the revenue angle. I am interested in the moral aspects which you 
have mentioned a moment ago. I am also interested, vitally so, in 
the moral principle involved as to whether or not the Federal Govern- 
ment should embark on a program of dispensing and sale of aleoholic 
beverages. 

I know there are many of the taxpayers throughout this country 
who would be absolutely opposed to their Government entering into 
such business—they are opposed to any part—not only for the Gov- 
ernment but opposed to private enterprise doing it—dries and ardent 
dries, | mean. 

That is a deep issue in this country, and one that subscribes to your 
views on that we have to settle first, that is the principle involved 
These other things might come later. 

In consideration of that you mentioned a moment ago about 
the crime wave here in the District of Columbia. 

Have you any information as to the crime situation in the District 
of Columbia, that it is any greater as an example than, say, in nearby 
Arlington, Va., where they have State law? 

Chairman Smita. Yes; I will tell you. 

1 will furnish that information right now. 

Mr. Harris. Thank you. 

Mr. Anprews. The chairman can speak to that point better than 
l can. 

Mr. Harris. That speaks well for Arlington, but | wonder how it 
might compare with before vou had any State-owned liquor stores or 
privately owned bere in the District of Columbia. 

| wonder if there has been any change in the situation. 

Mr. Anprews. I could not know. 

Mr. Harris. | think it would be highly important to get some 
pretty factual information. I do not like to mention any localities or 
specific places involved, but I recall the national publicity that came 
from one particular place in the country that bas State-owned opera- 
tions within the last couple or 3 vears, that is down in your part of 
the country which you are well familiar with in that part of the 
country, which was unfortunate. 

But vou do feel that the laws in the District of Columbia, under this 
system that we have here which require those who sell liquor to refrain 
from selling it to anvone under the conditions you mentioned a while 
ago as not being lived up to? 
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Mr. AnprREws. That is my information. I think it is general 
knowledge around the city that that is true. 

Mr. Harris. I am inclined to agree with you from the reports and 
from the publicity that that is true, but do you not think that is a 
matter that those who are charged with the responsibility of admin- 
istering this act ought to take some affirmative action on? 

Mr. Anprews. Why certainly. 

Mr. Harris. Is it not true that should those people—every one is a 
human being under one system or the other—should State operations 
be adopted in the District here, that you would have the same problem, 
that those who were selling it did not live up to the letter and spirit 
of the law, you would have that? 

Mr. ANpREws. Yes. 

Chairman Smira. What did you say? 

Mr. Anprews. A agree. 

Mr. Harris. I believe that is all. Thank you very much, and | 
want to express my appreciation for your bringing this matter to the 
attention of the committee and the Congress. 

Senator Beatu. Mr. Chairman, I think we all would like to have 
this brought out so we can discuss it. 

Mr. Andrews, I am just wondering, talking about the crime wave, 
we read in the paper under Chief Murray the last 3 or 4 years that 
crimes, or the number of crimes in the District have gone down and 
it is a more law-abiding community than it was, say, 3 or 4 or 5 years 
ago. 

I wonder if we could blame that on the alcoholics or not. I mean 
the sale is still here and the crime effect is still here. 

Mr. Anprews. I did not bring this bill before you for your con- 
sideration for the purpose of trying to stop crime from being com- 
mitted in the District. 

Senator Beaux. | appreciate that. 

Mr. AnpReEws. It is purely to get some money that the District 
sorely needs. 

Senator Beaty. That brings up another question: Yesterday I 
read in the’press where the Internal Revenue Department said that 
25 percent of all whisky, all liquors consumed, is illegally manufac- 
tured today. 

[ am just wondering—my question is—if that is a fact, and I read 
it yesterday in the paper, whether Government control will enc ourage 
the illegal sale of moonshine or illegally manufactured beverages? 

Mr. Anprews. I think one reason for the tremendous increase in 
the sale of moonshine whisky or illegal whisky is the fact that the pric: 
of legal whisky has increased in the last few years. 

Senator Beaty. The cost of manufacturing has not increased. lt 
has been because of taxes. 

Mr. ANprEews. The consumer pays more forit. He is not especialls 
interested in what causes the increase. He knows when he buys a 
bottle of whisky he paid more for it. And the difference between the 
price of a bottle of moonshine whisky and taxed whisky is so much 
that it makes moonshine whisky a little more tempting to the man 
whose dollars are a little short. 

Senator BEALL. Sometimes just as palatable. 


Mr. Anprews. I understand more palatable—or rather more 
powerful. 
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\fr. Harris. Less palatable but more powerful. 
\ir. ALLEN. In estimating future revenues, do you know whether 
ere is apy experience which shows whether the per capita consump- 


tion stays the same or drops off or increases when a change is made 


om individual, private operation and taken over by Government 
ration? 
Mr. ANprEews. I would not have any way to know that, Mi 
\llen, but I think that it is generally known that if a man wants 
sky, he will get it. 
\ir. ALLEN. Do you know whether the per capita consumption 
the States that have State operated stores is any different from the 
er stores? 
r. ANDREWS. I would not know thet. 
\fr. ALLEN. Have you made any estimate of the personal income 
ix that is paid by the present operators which might be lost if they 


\ 


‘ 


st business? 

\fir. ANpREws. No. 

\fr. ALLEN. It would be fair to assume that the private operator 
aking 20 percent profit, that possibly a third of what they make is 
vable to the Federal Government in income taxes? 

\ir. ANprREws. It could be. 

\Mir. Atuen. And, therefore, if the District took that business the 
federal Government would lose that one-third? It would have that 

ich less money with which to pay? 

\ir. ANprews. If that man did not get another job and failed 
ay income tax on his new earnings that is there. 

Mr. Auten. There is an interrelation, however, between the loss 
of Federal income taxes and the taking over of the operation? 

\fr. ANprEews. That is right. 

Mr. Auten. Now, if this system is adopted, of course it would be 

essary for the District to have many employees to perform the 
luties that would be necessary to operate whisky stores. 

Mr. ANprews. Those people would continue to make salaries. 1] 
do not know how the Government salary would compare with the 

iries that they are getting today, but they certainly would have 
one. They would be e ivil employees and would have all of the fring 
nefits that Government employees get, sick leave, annual leav: 

tirement. 

Mr. ALLEN. Would vou expect there would be as many employees 

uder the Government as under private operation? 

Mr. ANprews. I would not know because I do not know how 
many stores would be necessary. These Government stores that I 
| seen are pretty well-manned, pretty well-menned. 

Mr. Auten. I think there are 600 stores now. How many would 

ou expect to find under District operation—rather 300 stores. 

Mr. AnprEws. I would say in a city of this size, it would be 
necessary to have at least a hundred. 

Mr. Atten. Thank you. 

Chairman Samira. Is that all? 

Mr. Andrews, i wish you would prepsre the best estimate that you 

in from tne figures that Mr. Martin supplied and the figures that 

1 supplied-as to what would be the net profit to the District over 

present method if your method was adopted. 

Mr. ANpREws. Yes, sir. 
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Chairman Samira. And Mr. 
Mr. AnprREws. No, sir. 
Senator Beau. Just to make a suggestion, while Mr. Andrews js 

preparing this, do you not think it would be a good idea if he also 

secured from the Federal Government, following Mr. Allen’s idea 
figures to compare the loss of revenue from income taxes. 

This 20 percent is going to be made by the Government. |; 
strikes me that the private operator is making 20 percent, or so man 
millions of dollars; they are paying income taxes on that. 

Chairman Smith. That would be pretty difficult to estimat 
They might make more money doing something else than selling 
liquor. Ido not know. It is difficult to estimate that. 

Judge Davis of our committee is with us. Would you like to as 
any questions on this subject? 


Andrews, have you some other witnesses” 


Mr. Davis. You are on the Appropriations Committee, I be- 
lieve 

Mr. ANDREws. Yes, sir 

Mr. Davis. And you on that committee, of course, have occasion 


every year to deal with the problems which are brought about through 
lack of revenue here in the District. 

I was interested in the question that Mr. Allen asked here about 
income tax. The income tax which might be paid by the workers 
of course, does not go to the District of Columbia. 

Mr. Anprews. To the Federal Government, ves, sir. 

Mr. Davis. So your figures would not be affected by that insofar as 
the District revenue is concerned? 

Mr. Anprews. That is right. 

Mr. Davis. You were also asked some questions, I believe, by 
Mr. Harris, as to whether or not you knew of any further instances in 
which the Federal Government itself was engaged in the sale and dis- 
tribution of whisky. 

I was interested in that question because I have understood that on 
various Army posts the Government does distribute whisky in some 
form or another Do you know anything about that? 

Mr. Anprews. I do not know anything about it. But my impres- 
sion is that whisky on Army posts is sold through officers’ clubs. 

Senator Beaty. And through private dispensers, too, I believe, who 
supply to the clubs. 

Mr. Davis. I have heard a great deal of talk about the ease with 
which it is obtainable on these Army posts. I was wondering if you 
had any information about that. 

Mr. ANprews. No. I would like to say to the committee before 
leaving that I am by no means an expert on this subject of whiskey 
[Laughter.] 

I never made any. I have never sold any. 
a few people for making and selling it. 

And I would like to say in conelusion that I want to thank you for 
this courteous reception vou have given me and to state again that | 
have absolutely no personal interest in this case or in this Dill. 

[ simply give you an idea to think over and a bone to chew on 
There is no question in my mind but that if you will adopt this bill, 
you will get badly needed revenue for the District of Columbia with- 
out taxing groceries further and without putting a tax on medicine, 
and I have no fear about making the statement to the effect that if 


I have prosecuted quite 
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yu sell whiskey only through Government stores that are operated 
\y civil service employees that alcoholics, winos, dope fiends and crim- 
nals will have a harder time buying whiskey, and I think you might see 
different conditions here, so far as law enforcement is concerned. 

Thank you. 

Mr. Wriuiams. May I ask one further question before you leave, 
\ir. Andrews? 

Does your bill apply exclusively to the retail sale of liquor? 

Mr. ANDrEws. That is right, and wholesale. 

\ir. Witurams. Retail and wholesale? 

Mir. ANDrEws. And wholesale. 

Mr. Witutiams. How would your bill affect that? 

Mr. ANDREws. There is another source of income that the District 
ould get, and a good one, the wholesale profit. 

Mr. Wiiurams. How would your bill affeet— 

Mr. AnprEws. | think that would offset the taxes that you might 
lose. 

Mr. WiturAmMs. How would it deal with the case of these various 
organizations that have their annual meetings down in the Statler or 
\layflower, for instance, and who buy liquor for their banquets? 

Mr. ANprEews. They buy it wholesale from the District. 

Mir. WiriutaMs. District, wholesale? 

Mr. ANDREws. Yes; get a little cut on it. 

Mr. WiiurAMs. The cocktail lounges? 

Mr. AnpreEews. They would buy it through the District. 

Mr. WitutraMs. Through the District? 

Mr. Anprews. At wholesale. 

Mr. WituraMs. That answers my question. 

Chairman SmirH. We thank you very much. 

Mr. Wint1ams. Thank you, Judge, and gentlemen. 

Chairman Smitx. We have been glad to give you a courteous and 
sympathetic hearing and hope when we come before you on the $22 
million we will have a like reception. 

You have no further witnesses, Mr. Andrews? 

Mr. Anprews. None that I know of. 

Chairman Smita. We would like to hear from the District Com- 
missioners on this subject. 


FURTHER STATEMENT OF SAMUEL S. SPENCER, COMMISSIONER, 
DISTRICT OF COLUMBIA; ACCOMPANIED BY SCHUYLER LOWE, 
DIRECTOR, DEPARTMENT OF GENERAL ADMINISTRATION ; AND 
JAMES L. MARTIN, FINANCE OFFICER 


Would you tell us what your views are about the bill Mr. Andrews 
was discussing. 

Mr. Spencer. Thank you, Mr. Chairman. I would be very happy 
to. And Iam grateful to vou and the members of the committee for 
this opportunity to appear before you. I have a prepared statement 
which I would like to read to the committee with reference to this 
bill. 

The Commissioners have been asked to report on H. R. 6196, 84tb 
Congress, which is a bill to provide that the Alcoholic Beverage Con- 
trol Board establish and maintain Government liquor stores in the 
District of Columbia, and for other purposes. 
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The general effect of the bill is to make it illegal for any person to 
deal in distilled spirits in the District of Columbia, with the excep- 
tion of those selling alcoholic beverages for consumption at the plac 
licensed and persons entitled to sell “alcoholic bever: ages on prescrip- 
tion for medical purposes. Although retail stores and wholesalers 
now operating in the District would not necessarily be forced out of 
business by the bill, inasmuch as they could continue to deal in beer 
and wines, few such dealers could remain in operation with such 
drastically reduced volume of business. 

The intent of the bill, as we understand it, is to place the District 
in a profitable business for the purpose of increasing District revenues 

However, before taking up the revenue aspects of the bill, I should 
like briefly to discuss several policy considerations which the Com- 
missioners believe make the enactment of this bill undesirable. 

First of all, we believe that, generally speaking, the District Gov- 

ernment should not engage in business that can be handled ade quately 

by private persons. The Government does, on occasion, have to 
perform services that theoretically could be performed privately, but 
it should do so only for the most compelling reasons, and should 
examine carefully any extension of the practice of engaging in busi- 
ness. Although there are certain social reasons which tend to make 
Government operation of retail liquor outlets more justifiable than in 
the case of most other businesses, the Commissioners do not believe 
that they are sufficiently strong to warrant liquidating a large existing 
industry which is now being adequately regulated, and which is of 
considerable importance to the « economy of the District of Columbia. 

The volume of retail liquor sales in the District of Columbia is 
about $85 million per annum. Those, I believe, are the 1955 fiscal 
sales. And that, I think, is a little bit later year than Representative 

Andrews was giving; that is the reason it is higher. 

The volume of wholesale liquor sales is about $73 million per annum. 

Mr. O’Hara. Those figures are a little confusing to me. You say 
there was handled here $85 million worth of whisky? 

Mr. Srencer. I think that represents the second sale of the same 
whisky. ‘The total volume of wholesale sales is $73 million, and when 
you sell it at retail the value is somewhat higher because of the market. 

There are 388 retail liquor stores in the District and 16 wholesale 
establishments. ‘There is a substantial investment by the industry 
in real estate and in stocks of merchandise, to say nothing of trade 
names and goodwill worth hundreds of thousands of dollars which 
have been built up over the past 22 years. Some 2,200 persons are 
engaged in the wholesale and retail liquor business in the District. 

This business if predominantly one of small independent merchants 
who have invested their own capital, in many instances their life 
savings, in their stores. It might be said that they are typical small- 
business men. ‘T'o force this entire industry to liquidate would cause 
serious disruptions in our local economy and would result in severe 
losses and hardships to many responsible citizens engaged in this 
business. In fact, it would wipe out many of them, destroying 
the businesses which they have spent their lives in developing. 

The Alcoholic Beverage Control Board estimates that under a 
State system there probably would be only about 50 stores employing 
about 600 people. Thus many people would necessarily be thrown out 
of employment. 
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he Commissioners do not believe that a well-established industry 

suld thus be destroyed in order to provide a source of revenue for the 

vovernment. It was one thing for a State to determine that liquor 

stribution should be a State monopoly after the prohibition amend- 

nt was repealed in 1933, as a number of them did. At that time 

e was no legitimate existing private liquor industry in this country. 
veryone was starting anew. 

[t isa very different thing to set up a State monopoly where a well- 

ay ated private liquor industry has been permitted to build up for 
20 years. Although 17 States have State liquor monopolies, in 
cases the system was started after repeal. Our figures seem to be 
State different from those of Representative Andrews on that. 

| don’t know just what the discrepancy is. 

No State has switched to a State system after a substantial private 

lustry had developed. There is therefore no precedent for what is 
ontemplated by this bill. In fact, the last State, Kansas, that changed 
from a ‘‘dry State’’ chose the system of a regulated, private industry 

preference to a State monopoly. I believe that was in 1949. 

The Commissioners are of the view that the present system of 

culation of the liquor industry in the District is effective and ade- 
quate. The District has had an enviable record in having few 
oblems in connection with the sale of liquor. We believe that the 
present system should be permitted to continue. 

Another policy consideration which should perhaps be mentioned 
s that because of the close relationship between the Federal Govern- 

ient and the District of Columbia, many people would feel if this 
bill were passed that the Federal Government were engaging in the 
liquor business. 

Let us turn now to the revenue aspects of the matter. Presumably 

District. could operate wholesale and retail liquor establishments 
and make a substantial profit. There is no certainty, however, that 
it could operate them and make a greater profit than now accrues to 
the District through the taxation of liquor and the private businesses 

ngaged in its distribution and sale. 

The finance officer, Mr. Martin, has made an analysis of tax returns 
tiled by wholesale and retail liquor dealers and beer distributors for 
the calendar year 1954 for the purpose of ascertaining taxes and fees 
paid the District of Columbia. The taxes included real estate, per- 
sonal property, franchise, sales, stamp, and miscellaneous. The total 
amount was $8,962,642. I believe you have that breakdown in the 
record there. 

The District, however, would continue to receive some of these 
taxes even under this bill, but the readily determined loss would be 
tbout $7,725,000 a year. There would be additional substantial loss, 
since the taxes analyzed by the finance officer had to do with direct 
usiness operations only and did not include loss of individual income 
taxes, Insurance taxes, gross receipts or gross earnings taxes, and other 
taxes paid by those from whom the liquor dealers obtain merchandise 
rr service. It is understood that the wholesaie and retail liquor 
dealers pay to the Federal Government annual income taxes of 
‘proximately $670,000, which would be completely lost upon enact- 

ient of the proposed bill. The finance officer is available to give yau 

iore detailed information regarding his analysis. 
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Cost of distribution in the monopoly States indicates that the co 
to the District would be greater per dollar of sales than the present costs 
of the wholesalers and retailers. If the District were to raise prices 
in order to compensate for these higher costs, it would immediate! 
run the risk of shifting sales to other communities. An analysis by t! 
Alcoholic Beverage Control Board indicates a total revenue for t! 
District under District operations of perhaps $10,350,000. That 
figure includes estimated profit, taxes on beer and wine, and a few 
license fees. When this sum is compared with the previously state: 
direct losses of $7,725,000 plus the other substantial indirect losses, 
does not appear that strong economic justification exists for this bill 
The Chairman of the ABC Board, Mr. Payne, is available to give you 
more detailed discussion of the analysis and the experiences of various 
monopoly States. 

Another aspect of placing the District government in the wholesal 
and retail liquor business would be to incur a high-cost outlay to go 
into the operation. An estimation of the cost of procuring the liquo: 
stocks, setting up warehouses and retail stores, hiring employees and 
doing everything else necessary for establishing the District in th: 
business, is a minimum of $10 million. That means that our immedi- 
ate fiscal problem would be aggravated since it would be necessary to 
provide $10 million for the entry of the District into this business. 

Another economic effect is that there would be a period during 
which the District would receive no net revenues from the business 
[t probably would be fiscal year 1958 before profits from the business 
could be used for the financing of regular District functions. During 
the transition period, the District’s general fund would receive neithe: 
net revenue fromthe District’s own operations nor taxes from the pres- 
ent wholesalers and retailers. 

Finally, let me make one comment on the administrative aspects 
of the bill. The bill is predicated on the assumption that the responsi- 
bilities imposed by statute are imposed directly upon the Alcoholi 
Beverage Control Board. As a result of reorganization, the Board of 
Commissioners is charged with all such responsibilities and the ABC 
Board acts as agent of the Board of Commissioners and under ful! 
direction and control of the Board of Commissioners. This fact 
would necessitate substantial rewording of the bill. Further, pro- 
vision must be made to provide for the $10 million of working capita! 
that would be required to operate Government liquor stores. 

For the foregoing reasons, the Commissioners believe that the 
enactment of H. R. 6196 is not desirable and they earnestly recom- 
mend that the bill not be enacted. 

A previous adverse report on this bill by the Commissioners 
addressed to the Honorable John L. McMillan on July 19, 1955, was 
cleared by the Budget Bureau. However, time has not permitted 
submitting this report to the Budget Bureau. 

Chairman SamirH. Thank you, Commissioner. 

Questions? 

Mr. Ruruerrorp. I notice here on your first page and leading 
over to the second, you left a loophole here so that you ean bring up 
your transit bill for the purchase of private enterprise. 

Mr. Spencer. We said there might be some situations where it 
would be necessary, but they ought to be rather extreme ones, and 
we unfortunately are in the position of having an extreme one i! 
transit. 


atti: 





ee ee 


‘ 


PROVIDE REVENUE FOR D. C. AND OTHER PURPOSES 143 


. RuTHERFORD. I notice you had your crystal ball out there. 

lave you ever entertained the possibility of going into this type of 

ivity, discussed the possibility with the Board of Commissioners of 
voing into such operation? 

\ir. Spencer. Since this bill has been introduced we have given it 
onsiderable thought. Prior to that time we had not considered 

ho, 

\ir. RuTHERFoRD. I noticed that you had done a lot of research as 

the possibilities, capital investment, number of employees, number 

stores, and such as that, and I was just thinking that possibly you 
ad entertained the idea previously on your own as a possible revenue 
source. 

Mr. Spencer. No, we have not. We simply started to work on it 

hen this bill was introduced. 

Mr. Rurnerrorp. That is all I have. 

\Ir. Harris. | wonder if it would not be helpful if you asked the 
(‘ommissioners to submit the same information from their viewpoint 
or the record that you asked Mr. Andrews to submit, in order that 

could compare it to see the differences. 

Chairman Smiru. | asked Mr. Andrews to give his estimate of the 
et revenue from his bill, taking into account his estimates of what 
the gross would be, and the cost that Mr. M: artin gave us a while 
xo. If you could give us that, will you just file it? 

Mr. SpEeNcER. Mr. Chairman, according to the study the ABC 
soard has made, they have come up with the estimate of $10,350,000 
as what they think the revenue would be to the District. Admittedly 

is quite speculative because you have questions 

Ce an SmirH. But Mr. Andrews was asked to break it down, 
nd if you have it, will you just file it for the record? 

Mr. Auten. Mr. Spencer, you have a figure of $85 million retail 
ind $76 million of wholesale business. Mr. Andrews had a total 
State figure which he computed on an average of 20-percent profit. 
i there any way of reconciling these figures so as to indicate whether 

i his basis you take 20 percent of just the $85 million or 20 percent 

f the sum of the $85 million? 

Mr. Spencer. I think you take it on the 85. You see, in his bill 
he wholesale and retail steps in distribution would be amalgamated 
n that the State liquor stores would purchase from the manufacturer. 

Mr. Auten. Now, if that were to be done, you get a profit on his 
basis of 20 percent of $85 million, which would be $17 million. 1] 
made the assumption that a third of that might go into income taxes 
somewhere along the line, which would be above $5 million But 
vou have a figure of a loss of Federal income taxes of approximately 
+670,000. 

Mr. Spencer. That figure seems very low to me, Mr. Allen. We 
vot it from Mr. Schulberg, who I believe is the attorney for the 
retailers association. I would be interested, if he is here, to lave 
him explain that a little bit more for us. 

Mr. Auten. Thank you. 

Mr. Spencer. Mr. Martin says that that figure of $670,000 relates 
o the business income tax only, but it seems low to me at that. 

Chairman Smita. Mr. Williams. 

Mr. WiuutaMs. On page 5, Mr. Spencer, you state—and I believe 
without further explanation—that the “Cost of distribution in the 
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monopoly States indicates that the cost to the District would be 
greater per dollar of sales than the present costs of the wholesal 
and retailers.” 

Would you elaborate on that? 

Me. Spencer. Well, I would like to ask Mr. Payne, who is going 
to take the witness stand in a few minutes, to discuss that with yo 
I think he has a full analysis of that whole situation. 

Mr. Wriurams. If he is going to discuss it, I won’t push that 
any further. 

There is one more thing in here, though. You make the stateme: 
that it would take approximately $10 million to put the District in 
the liquor business under the Andrews’ bill. Assuming that your 
present level of sales would continue at the rate of about "$85 million 
and assuming that Mr. Andrews’ figure of 20 percent profit is ap- 
proximately correct, that would nean $17 million in revenue annually 
for the District. How do you reconcile the fact that you would hay: 
your investment back in about 7 or 8 months with your statement 
that it would be 1958 before profits for the business could be used 
for financing District operations? 

Mr. Spencer. Well, as Mr. Payne will explain more fully, he 
doesn’t feel that the volume of sales would remain at anything like 
what it is now. He feels that because the costs of distribution would 
tend to be somewhat higher that we would find that we would have to 
put the price up for the State stores, and that our volume would 
drop substantially. 

Mr. Wruurams. I assume, then, that Mr. Payne will answer thos: 
two questions. 

Mr. Spencer. I think he will. 

Chairman Smit. Mr. Talle, any questions? 

Mr. Tauuie. No, thank you. 

Chairman Smitru. Mr. Spencer, while you are on the stand, there 
is a related question I want to ask you. 

There is a bill pending before Mr. Harris’ committee relative to the 
sale of beer in chain stores. You know, under the present law a 
chain store, though it might have a hundred stores, can only have one 
of those stores licensed to sell beer. If all of those stores were licensed 
to sell beer it would produce an estimated revenue of, I think, around 
$35,000. I am just wondering what is the attitude of the Commis- 
sioners toward that, and whether they have any objection to it. 

Mr. Spencer. We didn’t have any objection to that bill, I don’t 
think, Mr. Chairman. To us it seems reasonable to permit the chain 
stores to sell beer. 

Chairman Samira. Thank you. 

Mr. Harris. May I have a little clarification here? 

Chairman Situ. Yes, because it is before your subcommittee. 

Mr. Harris. I am glad the chairman brought it up, because there is 
another matter involved. The subcommitteee has considered the 
bill brought before us, but I think the record should show here that 
this proposed legislation becomes involved with this same principle 
which we have been discussing heretofore, and there are so many 
people, not only in the District but throughout the country, who are 
inordinately opposed to extending further the sale and dispensing of 
alcoholic beverages. And this would be another outlet for such 


operation, and for that reason there has been terrific controversy 
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thin the committee and with those who have come before the com- 

ttee as to whether or not we should expand the sale of these products. 
{nd I think the record should show that it is not a matter that is easy 
to determine. 

Chairman Smirxa. We are thinking about the revenue that would 

denied the District because of this discrimination. 

Mr. Harris. Yes. Thank you. 

Chairman SmirxH. That is all, Mr. Spencer. Thank you very 
much. 

Mr. Spencer. Could I call Mr. Martin and Mr. Payne? 

Chairman Sairx. All right, Mr. Martin. 


STATEMENT OF JAMES L. MARTIN, FINANCE OFFICER, DISTRICT 
OF COLUMBIA 


Will you identify yourself, please? 

Mr. Marry. James L. Martin, finance officer of the District of 
Columbia. 

Chairman Smirx#. You may proceed, Mr. Martin. 

Mr. Martin. Mr. Chairman, when I was asked certain questions 

believe I gave erroneous information to a slight extent. 

Mr. O’Hara. You had better correct the record, then. 

Mr. Martin. The data which I gave as to tax revenue reflects 
taxes paid in the calendar year 1954 and reported on franchise tax 
returns filed in the cale she year 1955 with the exception of three 
items which are fiscal-year figures. The stamp tax, $4,250,917, is 
the fiscal-year figure. The beer tax is $662,129. That is also a 
fiscal-year figure. And the license fees of $1,260,618 is also a fiscal 
year 1955 figure. 

As I stated previously, the total taxes paid by the wholesale and 
retail liquor dealers in the District of Columbia is $8,962,642 

The Alcoholic Beverage Control Board has estimated that, in the 
event of passage of H. R. 6196, the District government would still 
receive license fees and taxes of $1;236,313. The revenue figure of 
$8,962,642 stated above would be reduced to $7,726,329, which 
represents the prospective loss of revenue from the sources listed. 
However, the loss of revenue would be much greater because of revenue 
now received incidental to the present system of licensed wholesalers 
and retailers. Some of the more important taxes ares tated below: 


INDIVIDUAL INCOME TAXES 


There is certain to be a loss of individual income taxes, because all 
of the investment capital would not be reinvested in the District of 
Columbia and in many instances the proprietors would move else- 
where. In addition, many salesmen who are experts in the liquor 
business and are paid top salaries would move elsewhere or accept 
positions at lesser salaries in the District of Columbia. 


GROSS EARNINGS TAXES OF BANKS 
Banks pay gross earnings taxes at a rate of 4 percent. There would 


be a practically total loss of taxes now paid on interest from loans 
made to the industry. 
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SALES AND USE TAXES 


The industry makes substantial purchases of equipment, supplies 
and services subject to sales and use taxes. Sales of electricity and 
gas are subject to the 2 percent sales tax. Liquor stores are open man) 
hours a day, much more so than other types of business. It is proposed 
in H. R. 8168 to subject local telephone exchange service to th 
2 percent sales tax. There would be no ordering by telephone and 
no deliveries under a State store system, and therefore, there would bx 
material curtailment of telephone service and a lessening of th 
potential revenue from a 2 percent tax on local telephone service. 


GROSS RECEIPTS TAXES 


The telephone, gas and electric companies pay a 4 percent tax o1 
gross receipts, as well as the corporation franchise tax. For th 
reasons stated in the preceding item, the sales of telephone service, gas 
and electricity would be materially lessened, and there would be a 
corresponding loss of gross receipts and corporation franchise taxes 

While it is impossible to estimate the revenue loss that would occu 
in addition to the loss of $7,726,329 stated above, the additional loss 
would be most substantial. It is firmly believed that the District 
and Federal Governments would suffer a loss exceeding the Stat: 
store profit figure of $10,362,050 estimated by the Alcoholic Beverag 
Control Board. 

Chairman SmirH. Any questions? 

Mr. O’Hara. Mr. Martin, I would like to have a copy of you 
statement, because when we get to going over this bill, some of us ar 
going to be depending only on the one that is filed in the record. And 
[ wish to have some more of those for the members of the committe: 
because it is quite important to us when we get down to some of thes: 
issues, 


Mr. Martry. Mr. Chairman, here are two other copies. 
STATEMENT OF JAMES L. Martin, FINANCE Orricer, District oF CoLUMBIA 


The Alcoholic Beverage Control Board has estimated that, in the event of 
passage of H. R. 6196, the District government would still receive license fees and 
taxes of $1,236,313. The revenue figure of $8,962,642 stated above would be 
reduced to $7,726,329, which represents the prospective loss of revenue from the 
sources listed. However, the loss of revenue would be much greater because of 
revenue now received incidental to the present system of licensed wholesalers and 
retailers. Some of the more important taxes are stated below: 


INDIVIDUAL INCOME TAXES 


There is certain to be a loss of individual income taxes, because all of the 
investment capital would not be reinvested in the District of Columbia and i: 


many instances the proprietors would move elsewhere. In addition many sales- 


men who are experts in the liquor business and are paid top salaries would move 
elsewhere or accept positions at lesser salaries in the District of Columbia. 


GROSS EARNINGS TAXES OF BANKS 


Banks pay gross earnings taxes at a rate of 4 percent. There would be a 
practically total loss of taxes now paid on interest from loans made to the industry. 
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SALE AND USE TAXES 


The industry makes substantial purchases of equipment, supplies and services 
yject to sales and use taxes. Sales of electric ity and gas are subject to the 2 
nt sales tax. Liquor stores are open many hours a day, much more so that 
er - types of business. It is proposed in H. R. 8168 to subject local telephone 
xchange service to the 2 percent sales tax. There would be no ordering by 
elephone and no deliveries under a State store system, and therefore there would 
material curtailment of telephone service and a lessening of the potential reve- 

e from a 2 percent tax on local telephone service. 


GROSS RECEIPTS TAXES 


e telephone, gas, and electric companies pay a 4 percent tax on gross receipts, 
vell as the corporation franc ae tax. For the reasons stated in the preceding 


the sales of telephone service, gas and electricity would be materi: ay lessened, 
d there would be a deiceewondiing loss of gross receipts and corporation fran- 
ise taxes. 


CONCLUSION 


While it is impossible to estimate the revenue loss that would occur in additior 

the loss of $7,726,329 stated above, the additional loss would be most sub- 

intial. It is firmly believed that the District and Federal Governments would 
suffer a loss exceeding the State store profit figure of $10,352,050 estimated by the 
Alcoholic Beverage Control Board. 

Chairman Smirx. Any further questions? 

Now, the Liquor Control Board, Mr. Payne. 


STATEMENT OF ALAN W. PAYNE, CHAIRMAN, ALCOHOLIC 
BEVERAGE CONTROL BOARD, DISTRICT OF COLUMBIA 


Mr. Payne. Alan W. Payne, the Chairman of the Alcoholic 
Beverage Control Board for the District of Columbia. 

Mr. Chairman and gentlemen, the members of the Alcoholic 
Beverage Control Board for the District of Columbia concur, whole- 
heartedly, in the statement and recommendation of the Commissioners 

There is little we can add to the Commissioners’ statements on the 
broad effects of the proposed legislation, therefore, we will not repeat 
them. However, in respect to the i impact of State liquor store opera- 
tion on the overall economy of the city of Washington we wish to 
point out that many of the licensed dealers who would be put out of 
business by this proposal have established loans in banks and financial 
institutions. 

We have no means to ascertain the total of such loans. We point 
out, however, the threat to the value of such loans should the mer- 
chants go out of business. 

Further, we know that many banking institutions, and a large 
number of individuals, hold mortgages or chattel deeds upon licensed 
establishments. We have no means of knowing the total value. We 
point out, also, the threat to the value of such paper. 

In addition, retailers owe to wholesalers, for merchandise purchased, 
probably something in excess of $2 million (a most conservative figure 
and wholesalers owe to the distillers and other suppliers a material 
amount. Should these business houses go out of existence, what would 
be the value of these debts? Could the vy be collected? 

Our compilations show a total of 2,379 persons employed in those 
portions of the local licensed industry that would be done away with. 
Most of them live in the District; many live in Maryland and Virginia. 
All own or rent homes, purchase food, clothing, and all other ¢ -ommodi- 
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ties. State stores would probably employ not more than 500 peopl: 

few of them could be recruited from the foregoing number. Those 
thrown out of work, at least for such period as would take them to 
find other jobs, would suffer loss of income that would curtail their 
expenditures for the necessities and luxuries of life. In addition, their 
several thousand wives, children and other dependents would so b 
affected. This impact upon the economy of the community would be 
material. 

Other losses to the District’s overall income have been shown by 
figures compiled by the city’s finance officer, Mr. James Martin. H: 
has said, as we do here, that there will be many other financial losses 
in respect to the city’s total private business or governmental opera- 
tion which are not susceptible of compiling or even of estimating. 

The Commissioner has touched briefly upon the facet of bootleg- 
ging of both legal or untaxed beverages. The private peddling of 
legal spirits which have been obtained from legal licensed sources, and 
upon which taxes have been paid is, of course, of common occurrence, 
despite the excellent efforts of the Metropolitan Police. I am in- 
formed by the police, however, that they are much concerned over the 
growth of bootlegging of illegal moonshine upon which no taxes have 
been paid, and which, it is known to all persons, is frequently of such 
low quality as actually to be poisonous and a threat to the very lift 
of the consumer. 

Peddling of moonshine, according to the police, while not yet a 
tremendous business, is on the increase, as reflected in the confisca- 
tions made in the police raids. 

Such confiscations are generally of only small amounts, because the 
peddlers, in constant fear of raid, do not keep around them very large 
stocks. But supplies, from illicit stills in adjacent and farther away 
areas, are available. 

The police are capturing 2 or 3 stills a year within the District. 
They are smal] stills—now. But the increase in bootlegging is shown 
by the fact that in 1954 police charged law violation in 45 cases, while 
in 1955 they made 71 cases. 

In order to assist the Congress in this study, statistical analyses 
have been made, independently, by three organizations. 

The ABC Board made its own, based upon replies from the industry 
to the questionnaire sent the operators last summer. 

Mr. Martin has made his analysis upon tax collection figures. The 
industry will hereafter present its analysis based upon another method 
of computation. I mention this only to point out that the three, 
independently, arrived at strikingly comparable conclusions. 

I here present, requesting that it be attached to his statement and 
entered into your record, a brief statistical report compiled by the 
ABC Board. 

(The report referred to is as follows:) 








) me 










































PROVIDE REVENUE FOR D. C. AND OTHER PURPOSES 149 


ALCOHOLIC BEVERAGE CONTROL BOARD 


nated revenue to the District of Columbia from operation of State store system 


{Based upon statistics reported by wholesale licensees for calendar year 1954] 


{ ss wholesale ie a Ah i. = $67, 925, 899 
mated additional gross business through retailers’ import 

permits 5% Sees a on eal betauad sss sePia Sat ¢ : 5, 000, 000 
Tot aan cc en Sieppbassl assed ect. dene 4x — .. ¢2, 925, 899 

5 percent markup. +......---.-.+-- aaizionsaueaie ; 18, 231, 475 
Gross - : et i OR 91, 157, 37¢ 

50 percent estimég ited District business______- — 15, 578, 687 
Total esate at Seek aig 980d espa: Me cots a oe . _. 45, 578, 687 


80 percent cost of operation 36, 462, 950 


Grand? 40408 seis oc Sek cect eee st re . 9, 115, 737 
\ddition of taxes and issuable licenses: 
Jeer tax- or = nen ea 547, 678 
seer W holesale license _ =A : 4 Sb : 15, 000 
Beer retailers’ off-sale license ___- ieee Taos Ai eos 3 L 99, 000 
Liquor and beer on-sale license____-____ cat te 493, 000 
Beer retailers’ on-sale license____- AM ‘ ; S 61, 380 
1-day licenses_-____-_--- ek ee . ere eke 2, 655 
Club licenses__ Oy eee ka ; fates . Be Sith. 700 
Transfer of licenses_-_____- be in es e243. 16, 900 
Net #ail. o2 cs anerae 4 236, ‘ 13 


Teme oe . Lu Ol. 2 Dire Cis eis 10, 352. 050 


Mr. Payne. The figures before you are based upon actual figures, 
weighted by our studies of monopoly store operations throughout 
the country. It would be beneficial to you should we explain some 
of the figures used. 

On line 1, the gross wholesale business figure, $67,925,899, is the 
actual total of gross business as reported by the wholesalers. It in- 
cludes a markup of 15 percent, the average of the figures reported by 
wholesalers 

Line 2 represents an addition of estimated gross business on bever- 
ages which come into the retail store not through the wholesaler. 

Such merchandise is imported by retailers through the permit system 
: which enables them to buy from outside the District. 

Thus, on line 3, we attain the total gross business, $72,925,899. 

On line 4, we add a 25 percent markup because studies have shown 
that monopoly stores average a 40 percent markup over cost of mer- 
chandise purchased for resale, and this, with the above 15 percent 
already included in line 1, totals 40 percent. Some States, incident- 
ally, appear to mark up their goods as much as 50 percent. 

We, therefore, start out, for the purpose of city government opera- 
tion, with a basic figure of $91,157,374—line 5. 

We feel assured, for many, many reasons, that District-operated 
stores would not do a gross yearly business in excess of 50 percent of 
that enjoyed by private owners. For example, many persons opposed 
to government operation would not buy in such a store, even at their 
own inconvenience. Second, government stores could not and would 
not retail at the low levels at which our licensees sell. They do this 
because of the very keen competition that has ruled this market ever 
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since repeal. Washington is known as the lowest retail market j; 
the entire country. Prices are as much as $1 to $1.50 lower than j; 
many other markets. Higher retail prices would eliminate the 
ducement to come here to purchase. 

The Board of Trade informs us that some 4,500,000 visitors cam 
here last year. We know that many take back home large amount. 
of beverages, They, too, would not be induced to buy here, becays 
their hometown prices would not be any higher, 

Third, government stores operate during much shorter hours th in 
do private stores. Therefore, there would be much more inducemen; 
to bootlegging, and the illicit, untaxed, unlicensed. after-hours boot. 
legger would funnel off another material amount of merchandise. 

So that leaves us with a total business of $45,578,687 to be hand 
by city-owned stores, as on line 7, We believe that to be & sound 
and even conservative, figure. 

A compilation of the actual figures reported by 15 of the 17 monop- 
oly States, in 1954, shows that operating cost, as percentage of gros: 
volume of business. ranges from a low of 73 percent to a high of 97 
percent, with an average of 75 percent. But, because Washingto 
IS on a generally high level of wage scales and commodity costs. y 
considered an overall operating cost of 80 percent to be more facty 
as shown on line 8. 

Deducting line 8 from line 7, we arrive at $9.1 15,737, shown 
the extension of line 5, as the estimated total income to be derive 
from the operation of State stores here. 

However, because this bill would not touch the Wholesaling and 
retailing of beer, nor the retailing of Spirits in restaurants, hotels. and 
clubs, we may add to the above an additional income to the city 
total of $1,236,313. shown on line 17, which is made up from th, 
details of tax. license fees, and transfers of licenses indicated on lin 
9 to 17, inclusive. 

Wherefore we reach a grand total net income to the city of $10,352 - 
050, as shown on the extension of line 17. 

However, granted that the city would do this $10,352.050 business, | 
in fiscal 1955 (the best figure we can use), the net income to the city | 
from the private liquor industry, collected from liquor taxes and | 
license fees alone, was $6,168,499.81, which means a gain of only : 
$4,183,550.19 by way of State operation. Is it worth it? : 

But this is not the last of the picture. Let us not include thy 
dollar and cents loss to the general business of the community; but 
Mr. Martin has shown you a computable tax loss to the city of ove: 
$7 million. 

[t thus appears to the members of the alcoholic beverage contro! 
board that rather than net a large profit from the operation of city- 
owned stores, the municipality would actually suffer a loss in revenues 
Personally I think it would exceed $3,300,000. 

[t is, therefore. the Strong recommendation of this board that this 
legislation not be enacted. 

The board will here present this statement, with the attached tabl, 
asking that it be made a portion of the record, 

We will be glad to answer any questions. 

Mr. Tatur. Mr. Chairman. 

Chairman Smirx. Mr. Talle. 
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it \fr. Tatue. Our colleague, Mr. Williams, was obliged to leave, and 
i asked me if I would present to the witness the two questions that 
In- nain unanswered from Mr. Spencer’s testimony. 
Chairman Smirx. Go ahead. 
mM \M[r. Tarte. May I give this to you. I have marked them here, 
nts d perhaps you will supply the answers for the record. 
Is [here was some question in Mr. Spencer’s testimony about these. 


\{r. Payne. The first one is the 

t of distribution in the monopoly States indicates that the cost to the District 
nt d be greater per dollar of sales than the present costs of the wholesalers and 
yt. taulers. 

Yes, sir. When you cut your net in half you are cutting your 
rofit, but you are not cutting your expenses. And it is a matter of 
ommon knowledge that public operation is less efficient than private 
peration, and specifically as to this industry it would be, because 

p- there would be no competitors of the State store, and the incentive 
ISS vould be lost. 
f Mr. Taye. The next one, Mr. Payne. 

Mr. Payne. The question on the next page is as follows: 

Another economic effect is that there would be a period during which the Dis 
rict would receive no net revenues from the business. It probably would be 
fiseal year 1958 before profits from the business cculd be used for the financing 
f regular District functions. During the transition period, the District’s general 
fund would receive neither net revenue from the District’s own operations nor 
taxes from the present wholesalers and retailers. 


In order to set up a State store it would be necessary to begin 
months before the moment you took in your first sale over the counter 
That would mean the purchase or the renting of the premises, the 
retail stores, the necessary wholesale warehouses, garage or garages 
for servicing of the trucks and vehicles that would be used, hiring the 
staff to do the business, training them, and the like. 
Now, during that period up to a suppositious February 1, 1957, 
where the legislation to go into effect is as of that date, because the 
: bill itself spe aks of a February 1 date, February 1, 1957, the system 
y | would have to buy a very large amount of merchandise which is 
d | estimated in the $10 million figure that has heretofore been given, and 
: set up everything so that if the private licensees closed down at the 
close of business ‘January 31 and the District picked up on the next 
morning, February 1, during all of those months of setting up the 

+ | ® Operation in all of ite different aspects, no money would be coming 

into the District from the State stores, it would actually be going 
out. Undoubtedly up to that January 31 the customers would buy 
everything they could from the retailers, and the retailers from the 
wholesalers, there would undoubtedly be special sales at low prices, 
much lower than the District could ever afford to sell at. 

Therefore, for the most part, the customers’ storage cabinets would 
be full of merchandise for their personal use to such extent as we could 
uot guess, and therefore the sales by the State stores would be much 
smaller, how much it is impossible, of course, to estimate. 

[ think those are the answers to Mr. Williams’ questions. 

i Mr. Tatu. On behalf of Mr. Williams I thank you, Mr. Payne. 

; And I am assuming that should we have additional questions we are 
privileged to communicate with you. 

Mr. Payne. We are always at the committee’s disposal. 
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Mr. Auten. Do vou have any figures to indicate the differ: 
between the per capita consumption of the States that have the State- 
owned stores and those which do not? 

Mr. Payne. Yes, sir. 

Mr. AtLEN. How do they compare? 

Mr. Payne. For the calendar vear 1954 the average per capita con. 
sumption in all of the licensed States was 1.29 gallons in that yea 
based upon a population of 160,480,000 people. 

During the same vear the per capita consumption in the perecly 
States was 1.05 gallons, based upon a total population estimated ; 
50,239,000 which, when weighed against the grand total of the entir; 
population of the United States, gives a per capita consumption of 
1.18 gallons. 

Chairman Smiru. So that if you have State control you have less 
liquor drinking than you do if you have private stores? 

Mr. Payne. By 0.24 percent of a gallon; yes, sir. 

Mr. ALLEN. I understand that i in the State-owned stores the variet 
of merchandise offered consumers is far more limited than in the priv: 
operated stores. 

Mr. Payne. That is my understanding also, Mr. Allen. And th 
result of that is this: If a consumer goes into a store with a Jimite 
variety he probably will not buy anything there, but he will go to 
a community where the variety is available. 

Mr. Auten. That statement is particularly true of wines. 

Mr. Payne. Wines, cordials, and other specialties; yes, sir. 

Mir. ALLEN. That is all. Thank you. 

Chairman Samira. Any other questions? 

There is one question I wanted to ask you, Mr. Payne. Mr 
Martin referred to sales by telephone by these liquor stores. 

Mr. Payne. Yes. 

Chairman Situ. Is that true? 

Mr. Payne. Yes, sir. 

Chairman Smiru. What safeguards do you have to keep liquor 
from being sold to minors and intoxicated persons by telephone? 

Mr. Payne. None. 

Chairman Smirx. That is very astonishing to me. 

Mr. Payne. It has been to me, sir. And personally I believe that 
sale by telephone is illegal. 

Chairman Smita. W hy don’t you do something about it? 

Mr. Payne. Because when the question arose some years ago m\ 
then colleagues on the Board were satisfied to leave things go as | 
they had been, because for many, many years 

Chairman Smrrx. Then you just haven’t got any control? 

Mr. Payne. Yes, sir. 

Chairman Smirx. How? 

Mr. Payne. By reliance upon the private licensee himself. In 
11% years that I have been with the Board, there have been reporte: 
to us only two cases of delivery of beverages to minors. 

Chairman Smiru. Of course they are not going to come and tell yor 
about it. 

Mr. RuTHERFORD. You have got the honor system, more or less 
among the liquor stores? 

Mr. Payne. Yes, sir. 

Chairman Smira. And among the customers. 
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Mr. RuTHERFORD. Yes; and among the customers, the honor system. 

Mr. Payne. Yes, sir. 

Chairman SmirxH. Do you think that prevails very much with a 
fellow who wants a drink of liquor? 

Mr. Payne. I am very much afraid that if a man needs liquor and 
he wants it, the possibility of him getting it by this system is very high. 

Mr. RurHEeRForRD. You mean the possibilities are good? 

Mr. Payne. Yes. 

Mr. Ruruerrorp. I have been listening to you, Mr. Payne, and I 
think most of your arguments against this thing actually are more 
dramatic than factual. I point out one particular phase there. You 
have mentioned the possibility that those who didn’t want to buy in 
a State liquor store would possibly cease drinking. 

Mr. Payne. That is based on the individuals own replies to me in 
the last several years. 

Mr. RurHerrorp. You go on here and say that a person can buy 
over the telephone. Now, I just happen to be one of those who do not 
participate in the drinking of alcoholic be speencs 

| don’t oppose anybody else drinking, but I don’t drink myself. 
But here you are relying on an honor system for those who want to 

uy liquor on the telephone. You have no regulation whatever, and 
vet you are going to have a highly moral person, you are going to 
have an outstanding person who is going to oppose buying liquor 
because it is sold in a State-owned store. I realize you are going to 
ave some folks who will oppose liquor for various reasons and some 
persons that won’t buy liquor at a particular place because they keep 
a dog in there, or they don’t like the way the fellow parts his hair, or 
the color of his clothes. But I think it is more factual to say that you 
are going to have people who oppose it than to say they will not buy 

there because it is a State liquor store. 

Mr. Payne. That is based on replies to me, not just in the last 
couple of weeks, but over a long time. 

Mr. Ruruerrorp. I think you are way off on this 50 percent less 
consumption because of being State owned. I don’t think that is 
anyway in the bounds of reason. 

| have gone along with you on the principle of the thing. In fact, 

Mr. Spencer’s statement on this transit bill when he said that he is 
opposed to private power, or for the District to engage in other business 
| oppose this not on the moral issue but the basic fundamentals of the 

thing, because if we go on with this thing there is no reason at all that 
we can’t take in the “dry -cleaning business or the furniture stores and 
everything else. 

You get very realistic and factual and humane on this on the drop- 
ping of the business 50 percent, and then you turn right around and 
say you have a highly regulated business here when you have no con- 
trol whatsoever, absolutely none. 

| have got a 6-vear-old girl that can dial and talk on the telephone, 
ind people think it is my secretary, and she could order a case of liquor. 

Mr. Payne. It could be. We had a case a vear ago of two 10-year- 
old boys that got a case of beer, or a half a case, and it was delivered 
to them, and they were caught drinking it. 

Chairman Smira#. Was anybody punished? 

Mr. Payne. Yes, sir. That licensee was very severely punished by 

ispension. 
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Chairman Smitu. How could you do it? The man might ha 
said that he didn’t know it. 

Mr. Rutuerrorp. Those are cases that you know of. 

Mr. Payne. Yes, sir. 

Mr. Ruruerrorp. I am not talking about those cases. We 
must assume that there are more cases. If you are going to say that 
there is a 50-percent decrease in the sale of liquor because it is a 
State store, you must consider the fact that there is more liquor 
bought over the telephone than you hear about or you read about o 
you find out about. 

Mr. Payne. We know that a large percentage of the sales of most 
of the retailers are on delivery. Now, most of the licensees tell « 
that they don’t keep records of the amount sold over the counter 
compared with the amount sold by delivery. 

Mr. Ruruerrorp. Could the ‘y give an estimate of their deliver 
charges, of the delivery service? 

Mr. Payne. Some of them have had a flat 10 cents per item 
charge, some have added just a few cents, most of them don’t add 
anything for the purpose of delivery. 

Mr. Ruruerrorp. What would you say would be a reasonable 
percentage, 50 or 40 or what perce ntage of delivery purchases? 

Mr. Payne. What percentage is delivery of the whole? Well, Mr. 
Rutherford, they have told us that they didn’t keep records and 
couldn’t tell us over a period of years 

Mr. Rurwerrorp. You have got some other good records here, 
Mr. Payne, and I am just wondering why you couldn’t get those 
records. You are very factual, except when we get down to a thing 
like this. And I think if we don’t get anything else, we ought to 
have pinpointed one thing, and that is your absolute lack of control 
of the sale of liquor as far as calling by telephone, sales by telephone, 
the consummation of a business deal over the telephone of liquor. 

Mr. Payne. I cannot disagree with you, because as I[ have said, 
considering the verbiage in the statute, I think the telephonic delivery 
of alcoholic beverages is illegal. 

Mr. RutHerrorp. Suppose I have a charge account at a particular 
liquor store—— 

Mr. Payne. Which you may not have. 

Mr. Ruruerrorp. I realize that that is the case as far as the law 
is concerned, but there is also understanding. And a person can 
purchase locally by calling over the telephone and there is no regu- 
lation whatever. 

Does the vehicle, the automobile, tricycle or pogo stick that delivers 
that from the liquor store to the particular place have a particular 
license to transport liquor over the streets of the District of Columbia? 

Mr. Payne. Not a license, but it is required that the name, the 
address, and the license number and the type of license owned by that 
licensee be written or imprinted on the side of the vehicle. 

Chairman Smiru. But they don’t have to deliver it by vehicle. 

Mr. Payne. They could deliver it by foot. 

Mr. Ruruerrorp. By messenger? 

Mr. Payne. Yes. And there are some stores who do not have 
any vehicles, even bicycles, but they deliver by foot. 

Mr. Rutuerrorp. By taxicab; they can send a cab for it? 
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\fr. Payne. If the purchaser wanted to send a cab and that cab 
‘paid for the purchase right there at the store, it could be legal, 

s, sir, and he coul . leliver it. 

You must consider, however, that our cutting in half of the gross 

siness which we estimate the city store would do is based on our 

idies over the years that indicate that 50 percent of the total sales of 
holic beverages in the District are for consumption outside of the 
District. 

[be records that we formerly maintained showed sales to persons who 
ave addresses from Florida to Maine, the Far West. And we know 
hat many, many people who come to town, whether they be sight- 

ers, or to conventions, or for business purposes, do buy a great amount 
f liquor, and if they are from not too far away they come in here 
yarticularly to buy liquor. 

Therefore we have always said that that which is claimed to be the 

ch per capita consumption of beverages in this city is a fallacious 
ig because District residents probably consume, with the assist- 

nee of the visitors, these four million and a half per year, more than 
alf of the beverages sold in the District. 

Chairman Samira. Mr. Allen. 

Mr. Auten. I don’t want to leave this telephone business as bad as 
t sounds. I don’t think it is. 

[t is true, is it not, that these liquor stores that take telephone orders 
ill close down at 9 p. m.? 

Mr. Payne. Except on Saturday or the eve of a national holiday, 
when they remain open until 12 midnight. 

Mr. ALLEN. Do you know when the arrests for drunkenness occur 

as relates to the closing hours? 

Mr. Payne. I don’t believe I could inform you on that. 

Mr. Auten. Under the law the sale to a minor e ven though it is a 
delivered sale is as illegal as a sale over the counter? 

Mr. Payne. Yes, sir. 

Mr. Atten. And these delivery people are the agents and employ- 
ees of the licensee, and the licensee is therefore responsible for a de- 
livery to a minor w ” rever made? 

Mr. Payne. Yes, sir. 

Mr. Auten. That is ns 

Mr. Ruruerrorp. One other observation. 

Mr. Payne, I will say this, speaking as a personal observer, that I 
have seen more recommendations to regulate and safeguard the public 
submitted by the industry than I have those who oppose the sale of 
alcoholic beverages. The industry themselves have done more to clean 
t up and to protect themselves and the public than those who get on 
white chargers and parade down the street and say, “‘Let’s close them 
ip,” Carrie Nation sort of individuals. 

And I think that there is one thing that the liquor industry can do 
to provide safeguards for the general public as well as keeping a big 
stick to protect themselves against something that is going to blow 
ip in their faces, the problem of these children alcoholics that are 
going to buy this liquor, as well as dispensing it in their own homes 
by telephonic purchases. But here is a problem that will develop 
into something else. And I think the industry members should have 
ilready recognized it and made some corrective efforts. But as far 
as 9 o’clock 1s concerned, I don’t think there is any limitation as to 
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when a man orders a drink, I don’t think they wait until 10 o’cloc! 
or 10:30 to get drunk, whenever it is. 

Someeteay might want to lay up a few extra cases beforehand 
If a person is going to go on a binge, he is not going to wait until 
after 9 o’clock. But you don’t have an escape in the telephone 
orders by the 9 o’clock or 3 o’clock in the afternoon closing hour, | 
don’t think that is anescape. But 1 do think it isa problem that the 
industry ought to attack. 

Mr. Payme. I agree with you in everything you have just said 
But I do believe that the industry has policed itself to the extent 
that I do not think that the delivery to drunks and minors by tele- 
phone amounts to a great deal. I think they police themselves very 
well, mostly because they don’t want to lose their licenses or have 
them suspended, and maybe equally because they are persons of 
considerable repute in this city, most of our licensees. And I don’t 
think they do. 

Chairman Smirx. Mr. Payne, no matter what the motive might be, 
there isn’t anything in the world to stop a 16-year-old girl from 
phoning for a quart of liquor and getting it delivered. And this is 
the most astonishing thing that I have ever heard about the Liquor 
Board. I am really astonished that your Board should permit such 
a thing to go along. 

Mr. Payne. Sir, we can’t stop it, apparently. 

Chairman Smira. It isn’t a function of the committee, but I propose 
to report the matter to the full District Committee and use the best 
efforts I can to get something done about it and correct it. And | 
am surprised that the Commissioners haven’t taken some actior on it. 

Mr. Payne. I don’t think it has been brought to the eyes of the 
Commissioners. 

Chairman Samira. It is going to be brought to a lot of eyes now. 
Mr. Payne. But I am personally opposed to delivery by telephone. 
Chairman Smiru. I appreciate your position on it. 

That is all. 

Mr. Payne. Thank you, sir. 


STATEMENT OF ARNOLD SHAW, COUNSEL FOR MILTON SS, 
KRONHEIM & CO., INC., WASHINGTON, D. C. 


Mr. Suaw. Mr. Chairman, I am Arnold Shaw, representing Milton 
S. Kronheim & Co., Inc. I have a prepared statement, and I would 
like permission to read it. 

Chairman Saitx. Proceed. 

Mr. Suaw. I am a practicing attorney in the District of Columbia. 
I appear here today for Milton S. Kronheim & Co., Inc., a wholesale 
liquor distributing house which has been in operation in the District of 
Columbia since repeal. 

On behalf of the Kronheim company, I wish to express our apprecia- 
tion for the opportunity to appear before this committee and explain 
our viewpoint on proposed legislation. 

We are, of course, opposed to the Commissioners proposal to in- 
crease taxes on alcoholic beverages and to H. R. 6196, the so-called 
liquor monopoly bill which would establish a monopoly system here as 
a means of increasing revenue. It is to be expected that the Kronheim 
company, a firm actively engaged in the beverage business, would 
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nee the institution of a government-operated monopoly in the Dis- 
ict of Columbia. However, as a native of Washington who has 

nartic Gpated in the city’s business life for more than 50 years, Mr. 

Kronheim feels that he should express to you his views on this and 

any other matters which are of such vital importance to so many of the 
tizens of this community. 

The Andrews bill would attempt to set up in the Nation’s Capital 
. substitute for the present licensing system, which on the whole and 
iccording to accredited witnesses has worked in a most satisfactory 

manner here and elsewhere. It has complied with public demand, it 
has had beneficial social consequences and no substantiated complaint 
of importance has ever been brought against it. 

From a purely social aspect, a change could be far from beneficial, 
since monopoly systems in other jurisdictions have frequently been a 
source of public discontent and a breeding ground for official cor- 

iption. 

[t is believed by some that the monopoly system would add many 

nillions of dollars to the revenue of the District. It is not my purpose 
to take up the time of this committee with statistics which either have 
been or will be filed with you by other witnesses. These statistics 
‘arefully assembled by official and other agencies will of themselves 
disp rove the claims made by the proponents of the bill that a Govern- 
ment monopoly here would substantially increase omg revenues. 

There are additional considerations which should be brought to the 

tention of this committee. First and foremost is the complete 
destruction of a major segment of the economic life in this community 
which would result if the proposed measure were adopted. 

Since the repeal of prohibition, private enterprise has invested mil- 
lions of dollars toward the establishment of retail and wholesale busi- 
ness firms engaged in the sale and distribution of alcoholic beverages. 
It would appear to be most unconscionable for the Federal Govern- 
ment to destroy, after 23 years of free competitive enterprise, all that 
the people in this industry have created and developed by hard work, 
self-discipline and conscientious adherence to the principles of good 
management and exemplary conduct. It is pure totalitarianism to 
take American citizens out of business and substitute the Government, 
particularly in a community which has no ballot or any other elective 
device to express the will of the people. 

With respect to the Commissioner’s tax program and the proposed 
increase in the tax on alcoholic beverages, we can only urge upon this 
committee that there is a law of diminishing return. 

At the present time, liquor prices in Washington are lower than any 
other locality in the United States. Any increase in liquor taxes 
results in an increase in the retail price. We do not like to boast of 
the large sale of alcoholic beverages in Washington, but we do have 
them and we believe we have them for consumption outside of the 
District of Columbia. If by increased taxation we are going to drive 
these sales out of the city, we decrease the total volume of sales and 
consequently the amount of revenue. Therefore, when an attempt is 
made to add to the revenue by increasing taxes, we lose sales and 
instead of a gain there is an ultimate loss to the tax collector. 

It is respectfully urged that the members of this committee care- 

fully consider the ultimate effect of the proposed tax increase on 
alcoholic beverages and that the bill H. R. 6196 to create a liquor 
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monopoly in Washington be reported out as not recommended to t! 
Congress. 

Chairman Sairx. Thank you, Mr. Shaw. 

Are there any questions? 

That is all, Mr. Shaw. 

Now, we have Mr. Schulberg and Mr. Schwartz, who have also 
asked to testify. If either one of them can be reasonably brief, 
believe we can take them. 









STATEMENT OF HILLIARD SCHULBERG, EXECUTIVE DIRECTOR, 


WASHINGTON, D. C., RETAIL LIQUOR DEALERS ASSOCIATION 
INC, 


Mr. ScuutperG. | have a fairly lengthy statement which I thin] 
I can cut down. 

Judge, if I may indicate to the committee before I start my stat 
ment, | prepared two statements, one in opposition to 8168 

Chairman Smiru. The Andrews bill. ) 

Mr. ScHuLBerG. 8168 is the tax bill, and 6196 is the Andrews bill 
[ might as well combine them. 

Chairman Suirx. | would rather you would discuss now the An- 
drews bill, and perhaps it would be more effective if at a later time 
you were heard on the question of the liquor bill when we get around 
to sales taxes. Does that suit you? 

Mr. Scuutserc. The only thing I would ask of vou, sir, is this 
{ am leaving on the 19th. 

Chairman Smira. All right; go ahead. 

Mr. Scuutperc. My name is Hilliard Schulberg. Iam appearing 
here today as executive director of the Washington, D. C. Retail 
Liquor Dealers Association, Inc., to voice our complete opposition to 
H. R. 6196, the so-called liquor monopoly bill. 

There is no actual or adequate basis to support the proposal that 
the Congress of the United States destroy the privately operated 
liquor stores and wholesale outlets of the District of Columbia and 
substitute for them a Government operated monopoly in the form 
of dispensaries. 

Nor does there exist any local demand that the present system of 
private enterprise be destroyed. In fact, the evidence available 
demonstrates conclusively that the people of the District of Columbia 
want the present system of private enterprise to continue. The 
record indicates that the Commissioners of the District of Columbia, 
the Federation of Business Mens’ Associations and the Federation of 
Citizens Associations have all filed communications with the District 
Committee of the House, opposing H. R. 6196. The press editorially 
has condemned H. R. 6196. Could anything be more representative 
of community feeling on the subject? 

Chairman Sarru. Proceed, sir. 

Mr. Scuutserea. On the other hand, there is available factual proof 
that the system of private sale of such beverages, for off-premises 
consumption, as conducted locally, is functioning well; that it is operat- 
ing cleanly: that it is beneficial to the community from all standpoints, 
including taxes; and that it has brought about an improvement in the 
drinking habits of the community, including those described legally 
as minors. 
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\ eam the specific record of benefits of the present system, those 
v\dvocate a change advance no data atvanat to warrant the 
em they propose; they can advance no facts to the detriment of 
present system. They can advance guesses and wishful thinking 
to the operation of the dispensary system and these guesses are 
de with apparently little consideration of the historic evils known 
have resulted from the system they propose. 
Citation of the facts on three specific phases of the matter should 
quately dispose of the need for any further inquiry. These facts 
ate to: 
Sales to and drinking among minors. 
2. Revenue to the District under the present system as contrasted 
th possible revenue under a dispensary system. 
Employment, business, and other benefits under the present 
stem which would be destroyed by a Government monopoly 
\s to the first-—all available reports show a record which should 
oduce pride throughout the city in the stability of its youth and the 
eration of beverage dealers with home influences in vastly cur- 
| ng an evil. The latest available report to the Commissioners of 
District of Columbia, issued for the fiscal year 1955 by the 
coholic Beverage Board states: 


ill aleoholic beverage industry compl ance with the law is good. 


It is obvious that the present system has curtailed this evil and has 

ider control. 

As to the second point, the 

ues to the District under the present system as contrasted with possibl 
ue under a dispensary system 

is always appealing to tell a man his taxes are going to be reduced. 
That is what the proponents of the dispensary say. They aver that 
he “additional profits”’ from the liquor business will enable the 
District to reduce taxes. 

All available facts tell a different story. 

In addition to all the regular taxes which the proprietor of a bev- 
rage store and the operator of a wholesale house must pay (those 
which are paid by all merchants, such as business privilege, occupancy, 
corporate, franchise, personal property, income, real estate, social 
security, and unemployment taxes, et cetera) he must pay special 
taxes, a license fee and a tax on the beverages themselves. 

Of the States which are trying the dispensary system, five have 
populations which in size are comparable to the District of Columbia. 
[t would seem fair, then, to estimate the revenues to be derived from 

dispensary system here on the basis of the revenue in the States. 

The revenues which the District receives from only the two special 
taxes, eliminating for the moment the other imposts to which the 
ndustry people are subject, approximates or exceeds the revenues 
1 profits which these dispensary States collect. 

I have a table here, which I won’t read. 

Thus Alabama, with almost 4 times the population of the District, 
realized less than twice the monetary return to the District, while 
Virginia, with more than 4 times the local population, had a monetary 
return only slightly twice that of the District. 

It is readily seen, therefore, that judging by the experience of the 
States now using the dispensary system, the District has nothing to 
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expect in the matter of a reduction of taxes or additional revenue by 
instituting such a system here. As matter of fact, it is likely the 
taxes in genera] would have to be increased if the 388 retail package 
stores and approximately 20 Wholesalers were driven from business 
That is because these stores and wholesale establishments pay, in 
addition to the figure given above, many millions of dollars jn othe; 
taxes—the normal taxes of the businessman. This revenue would 
have to be recouped by the District by increases on other taxpayers, 
And what of the tax loss to the Federal] Government? Puttin, 
these People out of business. would eost the Fe 
many millions of dollars in tax re 
remembered jn add 


taxes. It would 


deral Governmen; 
venues now collected. [t must be 
ition that State Monopolies pay no Federal] 
also require un appropriation of many millions oj 
dollars for warehouses, stores. and inventory. The Federal Govern. 
ment would be in the whisky business, 

‘oming how to the third ph 


employment, busjnes« and other } 
be de stroyed } 


ase of the matter- 
enefits under the present system Which wo 
Va Government monopoly _ 


to remove over 400 Mercantile establishments from a community suc] 
as Washington. not only means the destruction of those establish- 
ments, but means a severe shock to the entire economic System of the 
city. 

As to the stores 


and wholesale outlets themse 
the throwing out 


of jobs of Managers, clerks. 
men, cashiers. salesmen, Janitors, officeworkers 
In total, it would mean that probably three or four thousand hard- 
working, respectable citizens would be deprived of their means of 
livelihood. hot counting their number of dependents. It would Mean 
that Many millions of dollars would be taken out of the bloodstream 
of the city’s life every year in their wages alone. 
And what of the tremendous investments of the 
establishments. which would all | 
It is impossib] 
dozen dispensari 


lves, it would mean 
truckdrivers. delivery 
and many other types. 


Proprietors of these 
’e thrown to the Winds? 
€ LO wipe out these businesses, substituting therefor 9 
es, Without adversely affecting dozens of other busi- 
hesses and professions in the community, such as the public utilities, 
the banks, the printers, realtors, builders and Contractors, the news. 
Papers, the lawyers and #ccountants, the automobile dealers, the 
gasoline-station Operators, the insurance companies, the grocer, the 
clothier, organized charities, and others. 

Approximately 400 “for rent” signs on store and warehouse 


“les would not be a healthy contribution to th 
would result in substantial unemployment, thro 


on the city’s welfare agencies, both public and private. 
It would mean higher 


Prices for alcoholic beverages and would 
undoubtedly lead to the abuses and scandals such as have developed 
IN some jurisdictions where the Monopoly system js in effect, 

It would mean, quoting the newspaper the Boston Traveler, when a 
sunilar bill was Introduced in the Massachusetts legislature, that— 
thus the State would be put not merely 
uSINess of breaking down moderation, ~ ” he State would become & promoter. 
Seller, and abettor of the liquor traffic, rather than a curb and a watchdog. 


tere might have been some telling arguments for the State Monopoly at the 
outset, 20 years ago. ° ivate capital has 
isiness, To confiscate this inve 


Today, however, Millions of dollars of pr 
been invested in the by , stment now Would be an 
abuse and inequity of the worst kind. 


proper- 
€ city’s economy. It 


wing more of & strain 


into the liquor business but into the 
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And again: 
It is our conviction that the best means of achieving sane moderation is to 
1e with the present free-enterprise system, under effective State and local 
lation, accompanied by a campaign of education for moderation 


Or as the Forth Smith (Ark.) Times-Record said in an editorial 
headline ‘‘Let’s Have No State Liquor Monopoly”: 


\ State monopoly system merely means the right to sell a product is reserved 
State—and that, of course, amounts to the State going into business. 
rdless of the exact details of the individual plan. 
[There’s too much Government-in-business all over the country now. A lot 
s, we think, would be a big improvement for everybody concerned. 


Or, as George M. Stout, former head of the National Association 
of State Liquor Administrators, and former president of the State 


board of equalization in California has said: 

To me, a State monopoly of any business is a circumvention of the democratic 
rinciples upon which American economic life was founded and has prospered. 
If revenue is needed, it should be produced by direct taxation. To put citizens 


} 


of business and the State in, is a form of totalitarianism and that is something 

1e destruction of which lives of countless American boys have been d ated. 

As a means of producing revenue, the State has no more right in the liquor business 
in the food business, the shoe business, the drug business or the newspaper 


Or, further quoting Mr. Stout: 


My study of liquor control systems in various States has indicated that in the 
opoly States the accent on revenue production grows increasingly great 
and service to the people and in fact control over the use and sale of alcoholic 
beverages suffer in consequence * * * 
The capital represented in this activity (private enterprise) produces a direct 


and indirect revenue return to the State, which when added to the direct revenue 
return * * * produces a profit to the State which, even from the narrow point 
of view of revenue production, is undoubtedly greater under the present private- 
enterprise system than it would be under a State monopoly system. 


On the question of control, Mr. Stout said: 

Whether a State liquor monopoly insures better control over the 
sale and use of alcoholic beverages is seriously open to question. The 
accent in those States unfortunately is on revenue production rather 
than on control. The boards, commission, etc., in monopoly States 
are invariably appointed for political reasons and have scldom had 
any experience in the liquor business. 


At a hearing held before the subcommittee of the Committee on the Judiciary 
of the United States Senate on December 16, 1943, a spokesman for the Ohio 
Liquor Control Commission testified in response to a question from Senator 
Ferguson that “It is my opinion that the State has emphasized the profit angle 
to an extreme’”’ [and again,] ‘‘As to the custom of the liquor monopoly, the empha- 
sis is on the profit motive * * *’ this statement, mind you, from a spokesman 
for the monopoly system. 

As I write this, I have before me clippings appearing in the public press in 
various monopoly States. In a Detroit paper reporting the indictment and trial 
of a prominent public official in that State, appeared this headline: ‘$500,000 
Split in Plot Alleged’’—this in connection, and again I quote from this article, 
“with an alleged $500,000 shakedown of distilleries selling merchandise to the 
State liquor control commission.”’ 

From some other newspaper articles that I have read in connection with my 
study of liquor-control systems, I have selected at random some comments 
appearing in the public press of the monopoly States—another article from a 
Detroit paper headed ‘‘Political Pressure Kills State Store System’’; another from 
the Philadelphia Bulletin, Toothless Liquor Control; another from the Cleveland 
News, Liquor Without Control, all of these comments from newspapers published 
in monopoly States. 








162 PROVIDE REVENUE FOR D. C. AND OTHER PURPOSES 

The laws and regulations affecting the sale of alcoholic beverages in Califor 
and other private-enterprise States appear to present the existence of conditi 
inimical to public welfare. If there is a breakdown in the enforcement of th« 
laws and regulations and adequate control suffers as a consequence, then obviou 
the remedy is not the substitution of a new set of laws and regulations but rat} 
a substitution of law-enforcement officials competent to correct the conditions 


And at this point, I should like to incorporate by reference, a copy 
of which is attached hereto, Mr. Stout’s entire article which appeare 
in the National Liquor Review. 

Americans traditionally have opposed the entry of the Government 
into business at the expense of depriving the citizen of his rights 
Today we are faced in the world with conflict of two ways of life—the 
American system of private enterprise as opposed to the totalitaria: 
system of government monopoly and control of business. If we bi 
lieve in the American system, let us be consistent. If we do not, the 
let the Government take over all business enterprises. 

For the above stated reasons therefore, we respectfully urge thi 
honorable committee not to recommend to the Congress the provisions 
of H. R. 6196. 

May I ask that my entire statement be made part of the record? 

Chairman Smitu. The statement will be filed for the record. 

(The statement of Mr. Schulberg appears below:) 

Mr. Scuutpera. If I may, witnesses have indicated that the situ: 
tion in the monopoly States is less productive of scandal and crime. | 
should like to submit for the record these newspaper clipping 
taken from various States. 

Chairman Smiru. They may be filed for the record. 

(The newspaper clippings referred to appear in the report entitled 
“The Case Against the State Dispensary System”’ and appear in the 
appendix as exhibit A.) 

Mr. ScuutserG. How about 8168? 

Chairman Smirx. You have used up 15 minutes already, and this 
gentleman here would like to be heard. 

Mr. Scuutspera. Then I will file my statement on 8168. 

Chairman Sairx. Yes. 

(The statement referred to is as follows:) 


STATEMENT OF HILLIARD SCHULBERG, EXECUTIVE DIRECTOR OF THE WASHINGTON 
D. C., Rerar Liquor DEALERS AssocIATION, INc. In Opposition To H. R. 8168 


Mr. Chairman and gentlemen of the committee, my name is Hilliard Schulberg. 
I am the executive director of the Washington, D. C., Retail Liquor Dealers 
Association, Inc., whose offices are located in the Southern Building here in th 
District of Columbia. The association represents those retailers who are engaged 
in selling aleoholic beverages by the bottle for off-premises consumption. We 
are most appreciative of the opportunity afforded us to appear here today to make 
known our views concerning the legislation under consideration by this joint 
committee. 

H. R. 8168 proposes to create a new tax on still wines, where none before existed: 
to raise by 50 percent the tax on other types of wines. As any other group of 
citizens and businessmen, we do not like the imposition of additional taxes: we 
are not happy about these proposed increases. But our opposition is most stren- 
uous to the proposal that spirits be taxed an additional 25 percent to $1.25 per 
gallon and malt beverages an additional 140 percent to $3 per barrel. We feel 
strongly that, if the Congress sees fit to enact tax legislation for the District of 
Columbia, an undue burden should not be borne by one segment of the economy 
of the city, but borne equally and fairly by all of the citizens of the District and 
those others employed here but who reside elsewhere. We have no objection to 
paying our just share as citizens and business firms in the District, along with all 
the rest of our citizens and business firms. But we do not feel it is fair and 
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rr le to have this industry discriminated against and required to rais s- 
i¢ rtionate share of any revenue increase that might be necessary. 
he must recall to this honorable committee that less than 2 vears ag 1e@ 
Is riet excise taxes on all aleohol beverages were raised considerably: the gal- 
a tax on spirits by 3344 percent; tl .e barrel tax on malt beverages by 25 per- 
: Now an additional 50 percent on present tamabi wines; an additional 25 


t on spirits ome an additional 140 percent on malt beverages is being sought 


irmly believe that these proposed additional increases on taxes, as suggested 
re e ( 


Comeau setae of raising the additional revenues sought, would 
e tendency to reduce the present income which the District enjoys as a 
1 ‘these sources. Experience has shown that increases in liquor gallonage 
even on a modest scale, are at best accompanied by only minor increases in 
ts ie. In fact, the usual consequence is a sharp loss in gallonage sales, and a 
he ng invitation to the bootlegger and moonshiner 
al tax increase such as is sought here, occurred Rhode Island, wh raised 
lonage tax from $1 to $1.50, effective May 1951. In the first full vear of 
ty levy, gallonage sales in Rhode Island declined 49 percent, as against a 
e ; percent decline sales over the same period for all private-license States 
lespite the 50 percent increase in the tax rate, total excise revenues collected 
r the State from spirits declined by 23.5 percent. 
he second full ir of the $1.50 levy, gallonage sales for the State wer t 
- 32.9 percent from those in the last full year of the $1 levy. Private-license 
generally incurred a loss in gallonage sales over the same period of only 
t percent. And, Rhode Island revenues from spirits taxes were up only 0.6 
yver those in the last full vear of the old $1 tax. 
Rhode Island liquor gallonage and revenue n 
ill year! 1 ull T > 
f $1 ta f $1.50 ta (¢ x 
3 May 19h May 1 ) Ni ) 
Apr 10 April 1952 - \ | } 
( u 1, 360, 240 $1 3G 2 < 8X 
rl 1 Isl I 10, 240 13.2 ) 19 
( te lic s 1, 512, 767 128, 339, 607 if 
Prepared by L iB we Industries, Inc,, from data 0 5 
i titute 
Most pertinent to the issue are the figures obtained from the Office of ft 
Collector of Taxes of the District of Columbia. Fiscal vear 1954, which covered 
ctically the entire period prior to the last tax increase, disclosed that 
Collector's Office sold 37,016,867 spirits tax stan ips, represt enting 081,763 gallons 
1 an amount of $3,199,014.41. Fiseal year 1955, which ended June 30 155, 
pletely under the new taxes, revealed a spirits tax yearns sale of 35,352,250, 
presenting 3,922,966 gallons and in cia $3,919,032.30. In other words, under 
S tax increase, there was a loss of approximately 160,000 gallons, the Collect s 
Office sold approximat ly 1,665,000 less tax stamps, and the stores sold corre- 
. dingly less number of units 
: Similarly, the records in the Collector’s Office concerning be ales are ial 
: strative that the then 25 percent tax increase per barrel, resulted in los 
llonage and in less sales. Jn fiseal 1954, 547,678 barrels of beer were sold, 
oducing in revenue, $547,678.54; in fiscal 1955, with the 25 percent increase 
, ffect, 529,694 barrels of beer were sold, and while revenue increased to 
+662,128.66, there were * approxin ately 18,000 less barrels of beer or approximatel 
50,000 less ¢: ases of beer. 
: Hence, if experience means anything, and most of us are guided the prece- 


nts of the past, it would appear to be clearly indicated that the present proposed 


nereases would defeat the intent of the Commissioners and drive the return 
rther downward. For if the volume is to be lessened, and experience has shown 
will be, other taxes, such as income, personal property and sales taxes, among 


thers, will be affected adversely. 


These proposals for increases will drive more business to the surrounding areas 


We must point out that the preeene tax on beer is only 93 cents per barrel, 
lower than the current District tax by 32 cents per barrel and $2.07 lower -per 
arrel than the proposed tax; that the Virginia prices on spirits are presently 
bout the same as those prevailing in the District. Is it not logical then, to 
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assume 





that an increase in the local excise taxes which must cause a rise in t} 
ultimate price of spirits, will result in further declines here in sales of spirits: 
that a beer tax increase which would make the District tax $3 per barrel, would 
have a similar effect upon the amount of beer sold here, and that in both instances 
there must be a substantial loss of revenue? 

And what could be more sadly dramatic and illustrative of the above, than t 
announcement this week by the Heurich Brewing Co., Washington’s only brewer 
that it was ceasing operations at the end of January. Mr. Heurich, the fir 
president, stated that because of higher taxes on beer, the per capita consumpt 
of the beverage has declined sharply over the years. Competition for the smal 
market thus had become correspondingly more fierce. 

We must remind the 












committee, too, of something else which has cuased t 
flight of business from our local area and our local industry, which has and wi 
continue to reduce the number of sales and the amount of revenue to be deriv: 
therefrom. We refer to the action of the States of Virginia and Maryland, throus 
legislation, virtually forbidding their citizens, thousands of whom work here, w] 
use the facilities here but who pay no taxes here, from purchasing alcohol 
beverages in the District of Columbia, as they did formerly. There is no questio1 
but that this action has and will continue to affect seriously the economy of our 
local beverage industry, the economy of the District and the total amount of tay 
revenues to be obtained. 

We would also indicate to this honorable committee that the license fees paid 
by the package store retailers of the District is $1,250 each per annum, probably 
the highest of any city in the United States, and that among the States, possib! 
only two ha cense fees that are slightly higher; that no other major city 
the country cept Baltimore, levies a gallonage excise tax on spirits; that n 
other major city except New Orleans levies a gallonage tax on beer. Nor is ther 
another city in the country, again with the exception of New Orleans, that levies 
both an excise tax and a sales tax on alcoholic beverages and New Orleans has 
only a 1 percent sales tax as contrasted to the 2 percent District sales tax. 
foregoing, we feel that the proposed increases in the beverag: 
excise taxes would result, not as the Commissioners anticipate, in increased 
revenues, but rather in a decrease in overall revenue collections. Not only will 
the excise and sales tax revenues be affected, but also the amount of the income 
tax and personal property tax paid by those engaged in the alcoholic beverage 
field. We respectfully urge this honorable committee, therefore, to permit the 
taxes upon alcoholic beverages to remain in status quo and that it not follow the 
suggestion of the Commissioners pertaining thereto, as they are contained in the 
legislation now before the committee. 
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Chairman SmitH. Mr. Schwartz. 


STATEMENT OF MILFORD F. SCHWARTZ, ATTORNEY FOR WASH- 
INGTON WHOLESALE LIQUOR DEALERS’ ASSOCIATION 


Chairman Smita. How much time would you like? 
Mr. Scuwartz. I would like about 10 minutes. 
Chairman Situ. Go ahead. 

Mr. Scuwartz. Let me say this. My name is Milford Schwartz. 
I am an attorney representing the Washington Wholesale Liquor 
Dealers’ Association, which is composed of 11 wholesalers handling 
nationally advertised lines of liquors, so that we deal only on the 
wholesale level. 

I have prepared, Mr. Chairman, a very exhaustive statement with 
regard to the Andrews bill which I can’t possibly read in 10 minutes. 
I would like to say this in supplement thereto, that there has been 
prepared by the National Research Services of New York, which is 
an independent research organization, at the request of the local liquor 
industry, a survey of the local liquor conditions having to do with all 
aspects of the liquor business from an economic standpoint and from 
the standpoint of employment and taxes paid, which is now at the 
printers, and which we would respectfully request permission to insert 
into the record before the record is closed, to become a part thereof. 
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Now, I would like to submit to the committee my statement with 
vrard to the Andrews bill, and also my statement which I have 
repared with regard to the proposed increases of taxes on wines, 
irits, and beers. 

{t the end of this statement I have made some recommendations 
vith regard to the enforcement of the liquor law which we feel will 
sult in the collection of more taxes. Now, if the committee will 
vermit me, I will read the statement with regard to the Andrews 


bill. Ordo you want me tosubmitit? Ishall, of course, be governed 
by the wishes of the committee. 

-Chairman Smirx. We don’t like to deprive you of the opportunity 
of saying anything you would like to say. Of course, we can read 
the statement. But go ahead. 

Mr. Scuwartz. I would like to say briefly that the wholesale 
liquor industry—not just the part I represent—makes a very impor- 
tant contribution to the economy of the District. 

It provides a livelihood for 7,300 people. The business firms that 
comprise it, and the individuals who own them and work for them 
spend some $12 million in the District every year. These people have 
invested $39 million, over the years, in business and personal holdings 
The licensees have invested more still in goodwill. 

The proposed District liquor monopoly would wipe out this industry 
ompletely. It would do so because changing over to a monopoly 
would mean more than just changing the sign on the door. The 
industry as we know it would be put out of business. The monopoly 
operation that would be set up to replace it would be something else 
entirely. 

Now it has been argued that this big change would be worthwhile, 
because a liquor monopoly would mean a great deal to the District 
in the way of public revenue. We have heard estimates claiming that 
the District would gain anywhere from $16 million to $20 million by 
putting the privately owned liquor industry out of business and putting 
the Government into the liquor business. 

Actually, as has been submitted in the testimony here, those esti- 
mates are completely unrealistic. The District would not gain any- 
where near that amount of money as a result of setting up a liquor 
monopoly. 

As a matter of fact, it is likely that the District would be worse off, 
in terms of revenue, and it is certain that the District would suffer 
a substantial loss in terms of its overall economy. 

The facts are these. If we assume that under a monopoly system, 
liquor sales in the District stayed at the same level they were at in 
1955, and if we assume that the monopoly would adopt a markup 
system comparable to that in use in the State of Virginia, then a 
District monopoly could expect a net profit on sales of $11,800,000 a 
year. 

But that figure leaves a good many important items out of the 
picture. For example, the private liquor industry is now paying 
$7.5 million a year in taxes to the District and Federal Governments— 
exclusive of Federal excise taxes on the product, and exclusive of the 
taxes paid by individual owners and employees. This $7.5 million 
comes from District excise and sales taxes, license fees, income, prop- 
erty and other taxes paid by private licensees to the District, and 
Federal taxes paid by these private licensees. 
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All of this would be lost if the private liquor industry were wip 
out and monopoly set up. Therefore, this can properly be counted as 
one of the costs of the monopoly operation. And this reduces t} 
net profit that might be realized from a monopoly from $11.8 milli 

to $4.3 million. 

Then there is another very important item that has to be tak 
into account, too. That is the actual cost of setting up the monopoly 
the cost of opening the District stores or dispensaries, of investing 
inventory, of setting up a wholesale operation with delivery facilities 
and so forth. That we estimate, would come to about $10 million 

[f that sum had to be paid out all at once, it would involve an initi 
loss of the District. That is to say, instead of gaining $16 million | 
$20 million or whatever the estimate is, the District, by going into t! 
liquor business, would lose around $6 million. 

Even if the $10 million initial outlay could be amortized over 
years, it would cost over a million dollars a year to do that. And at 
that rate, the monopoly operation would be bringing a little over $3 
million a year in in net revenue—a far cry from the high estimates 
we have heard. 

I want to stress that point—that a liquor monopoly has been pro 
posed for the District of Columbia as a means of raising revenue, and 
that it cannot possibly raise the amount of revenue that its proponent 
have been promising. 

And I would like to make the further point that this is the first 
time in history that a liquor monopoly has been proposed simply as a 
revenue measure. Therefore, the District, if it adopted a monopoly 
system, would not only be setting an example for the rest of th 
country—an example of the seizure of private industry for the pur 
pose of revenue gain—but it would also be setting a dangerous prec 
edent. 

Every one of the 17 States that have monopoly systems set them up 
at the time of repeal. In each case, monopoly is the only system 
that the State has ever had. And in each case, the monopoly system 
was set up because the people of the State had agreed that for them 
a monopoly system seemed the best method of liquor control. 

These States were not seizing private industry, nor interfering with 
private industry in any way, because there was no private liquor 
industry to be tampered with. These States were not looking at the 
cash register to find out how much revenue they might make out of 
going into the liquor business. Instead, they were seeking what to 
them seemed the most effective method of liquor control. 

Now in the present case of the District, nowhere is it suggested that 
liquor control is the object, or even one of the objects, of instituting 
the proposed monopoly. The only object we have heard mentioned 
is the object of raising the District’s revenue. 

This, then, is the precedent that would be set, and I believe that it 
is a had precedent, even a dangerous one. We all know that out 
across the country people look to Washington for examples and 
precedents to follow. In this case, the example, the precedent, 

would be the seizure, by the Federal Government itself, of a private 
industry —the wiping out of that industry, witb al) of the job losses 
and investment losses that would go along with it—for the sole pur- 


pose of revenue gain. That is the precedent that I think would be a 
bad one. 
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\s I indicated at the outset, even the purpose of raising revenue 
suld fail. But there is more in this proposed monopoly bill than 
ets the eve. 

lam anative Washingtonian. Iwas born here, went to school here, 

| have lived and worked here all my life. Therefore I have real 
meern in apything that affects the welfare of Washington and the 
District of Columbia—and I feel that this proposed monopoly is some- 

¢ that would seriously affect the District’s economic welfere. 

or in counting the costs of monopoly, we have to take into account 

contributions that the private liquor industry has been making 
the District’s economy. 

[ have said, the liquor industry provides the livelihood of 7,300 
ersons. And, gentlemen, we will substantiate these figures by our 
survey. 

Of these persons, 2,190 are owners and employees of firms in the 

lustrvy, and the other 5,110 are their dependents. The salaries of 
the owners and employees total $12 million a year, and $9 million of 
his goes to persons who live in the District. The other $3 million is 
aid to persons who work im the District, but who live and spend 
oney in Virginia aod Maryland. 

[he liquor-industry people who live in the District, and their 
lependents, spend $6.8 million a year in the District—for things such 
s food, clothing, furniture, automobiles, entertainment, real estate, 
drugs, and a lot of other things. 

In addition, liquor companies, both wholesalers and retailers, pay a 
otal of $1.1 million in rents every year to the owners of the properties 
re occupy. And, on top of that, the liquor business firms spend 

million a year for goods and services that they purchase from 
ther Distriet businessmen. 

These sums add up to a total—spent in the District—of $12 million 
year. That is money that circulates in the District; that is paid 
the proprietors of many other businesses. In other words, it is a 
tribution of $12 million a year that the liquor industry is making 

District’s economy. 

| want to stress again that if the private liquor industry were put 
out of business, this $12 million would simply disappear from circula- 
ion, because it would not be there to circulate. 

Lt nught be argued that the monopol} system itself would fill in this 
rap. But I want to make it clear that if you set up a monopoly you 
re not by any means simply setting up a new system that will to all 
ppearances be exactly the same as the old one 

= ‘re vou now have 16 wholesale liquor firms, under a mo \opoly 
ou would have one government-owned and government-operated 
" helenae operation. 

Where you now have 388 retail package stores, you would probably 
have about 50 District stores or dispensaries 

I predict this figure of 50 stores on the basis of the experience of the 
monopoly States, taking the ratio of the number of State stores to the 
population, in areas where the concentration of population is compar- 
able to that in Washington, and applying this ratio to the District. 

Now you can assume that some of the 2,190 people who now work in 
the private liquor industry might be reemployed by the monopoly 
system. Of course, they might or might not be the same people 































































































































































































































168 PROVIDE REVENUE FOR D. C. AND OTHER PURPOSES 





But at any rate, based on the experience of the monopoly States, t! 
monopoly system would employ only about 840 people. 

That means there would be a net loss in employment in the Distri 
of 1,350 people. ‘That is a considerable unemployment burden fo; 
the District to have to shoulder. 

And it follows that under the proposed monopoly system, with its 
fewer establishments and fewer employees, less money would | 
spent in the District. The net loss in business income in the Distri 
would probably be around $10 million. That is a considerable burd 
for the District’s economy to have to shoulder. 

These are things that must be taken into account when you are 
figuring the supposed gains that would be reaped from a liquor 
monopoly. If this much money were to be drained out of the Dis- 
trict’s economy, the losses would be felt all along the line—for they 
would be reflected not only in the cash registers of the District’s me: 
chants, but also in the taxes that those merchants pay. 

The proponents of monopoly, then, when they talk about a gain of 
$16 million to $20 million in revenue that they claim would result from 
a monopoly operation, are simply not taking into account what it 
would cost to set up and run such an operation. 

They are not taking into account any of these things: 

The private liquor industry’s loss of a $39 million investment. 

The loss in employment. 

The loss of $10 million to the District’s business income. 

The loss of $7.5 million now paid in taxes to District and Federal 
Governments by the private liquor industry. 

The cost of $10 million that the District would incur by putting a 
monopoly into operation. 

I believe that when all of these things are taken into account, the 
District would be sustaining a net loss by entering into a liquor- 
monopoly operation. 

Therefore, I think that the District cannot afford to go into the 
liquor business. 

Thank you. 

Chairman Smiru. Thank you, Mr. Schwartz. 

Mr. Scuwartz. Thank you very much for hearing me. 
(The complete statements of Mr. Schwartz are as “follows: ) 











SraATEMENT OF MiLFrorpD F. Schwartz, ATTORNEY FOR WASHINGTON WHOLESALE 
Liquor DEALERS’ ASSOCIATION 





My name is Milford F. Schwartz. I am an attorney, representing the Wash- 
ington Wholesale Liquor Dealers’ Association, an association of 11 wholesalers 
handling nationally advertised lines of alcoholic beverages. 

The liquor industry in the District of Columbia—the whole industry, that is, 
and not just the part of it I represent—makes a very important contribution to 
the economy of the District. It provides a livelihood for 7,300 people. The 
business firms that comprise it, and the individuals who own them and work for 
them, spend some $12 million in the District every year. These people have 
invested $39 million, over the years, in business and personal holdings. The 
licensees have invested still more in goodwill. 

The proposed District liquor monopoly would wipe out this industry completely . 
It would do so, because changing over to a monopoly would mean more than 
just changing the sign on the door. The industry as we know it would be put out 
of business. The monopoly operation that would be set up to replace it would 
be something else entirely. 

Now it has been argued that this big change would be worthwhile, because a 
liquor monopoly would mean a great deal to the District in the way of public 
revenue. We have heard estimates claiming that the District would gain any- 





PROVIDE REVENUE FOR D. C. AND OTHER PURPOSES 169 


from $16 million up to $20 million by putting the privately owned liquor 
strv out of business and putting the government into the liquor busi 

Actually, those estimates are completely unrealistic. The District 

anywhere near that amount of money as a result of setting uy 

nopolv. As a matter of fact, it is likely that the District would be wors fF, 

terms of revenue. And it is certain that the District would suffer a substanti: 
ss in terms of its overall economy. 

[he facts are these. If we assume that under a monopoly system, liquor sales 

the District stayed at the same level they were at in 1955, and if we assume 

it the monopoly would adopt a markup system comparable to that in use i 

» State of Virginia, then a District monopoly could expect a net profit on sales 
of $11,800,000 a vear. 

3ut that figure leaves a good many important items out of the picture. For 
example, the private liquor industry is now paying $7.5 million a year in taxes to 
the District and Federal Governments—exclusive of Federal excise taxes on the 
product, and exclusive of the taxes paid by individual owners and employees. 
This $7.5 million comes from District excise and sales taxes, license fees, ir come, 
property and other taxes paid by private licensees to the District, and Federal 
taxes paid by these private licensees. ‘ 

All of this would be lost if the private liquor industry were wiped out and a 
nonopoly set up. Therefore, this can properly be counted as one of the costs of 

1e monopoly operation. And this reduces the net profit that might be realized 
ym a monopoly from $11.8 to $4.3 million. 

Then there is another very important item that has to be taken into account, 
too. That is the actual cost of setting up the monopoly—the cost of opening the 
District stores or dispensaries, of investing in inventory, of setting up a wholesale 
operation with delivery facilities, and so forth. That, we estimate, would come 

» about $10 million. 

If that sum had to be paid out all at once, it would involve an initial loss to the 
District. That is to say, that instead of gaining $16 million or $20 million or 
whatever the estimate is, the District, by going into the liquor business, would 
lose around $6 million. 

Even if the $10 million initial outlay could be amortized over 10 years, it would 
cost over a million dollars a year to do that. And at that rate, the monopoly 
operation would be bringing in a little over $3 million a year in net revenue—a 
far cry from the high estimates we have heard. 

I want to stress this point—that a liquor monopoly has been proposed for the 
District of Columbia as a means of raising revenue, and that it cannot possibly 
raise the amount of revenue that its proponents have been promising. 

And I would like to make the further point that this is the first time in history 
that a liquor monopoly has been proposed simply as a revenue measure. Therefore, 
the District, if it adopted a monopoly system, would not only be setting an 
example for the rest of the country—an example of the seizure of private industry 
for the purpose of revenue gain—but it would also be setting a dangerous precedent. 

Every one of the 17 States that have monopoly systems set them up at the 
time of repeal. In each case, monopoly is the only system that the State has ever 
had. And in each case, the monopoly system was set up because the people of 
the State had agreed that, for them, a monopoly system seemed the best method 
of liquor control. 

These States were not seizing private industry, nor interfering with private 
industry in any way, because there was no private liquor industry to be tampered 
with. These States were not looking at the cash register to find out how much 
revenue they might make out of going into the liquor business. Instead, they 
were seeking what to them seemed the most effective method of liquor control. 

Now in the present case of the District, nowhere is it suggested that liquor 
control is the object, or even one of the objects, of instituting the proposed monop- 
oly. The only object we have heard mentioned is the object of raising the 
District’s revenue. 

This, then, is the precedent that would be set, and I believe that it is a bad 
precedent, even a dangerous one. We all know that out across the country, 
people look to Washington for examples and precedents to follow. In this case, 
the example, the precedent, would be the seizure, by the Federal Government 
itself, of a private industry—the wiping out of that industry, with all of the job 
losses and investment losses that would go along with it—for the sole purpose of 
revenue gain. That is the precedent that I think would be a bad one. 

As I indicated at the outset, even the purpose of raising revenue would fail. 
Sut there is more in this proposed monopoly bill than meets the eye. 








170 










I ar 



































































































































PROVIDE 


REVENUE 


F¢ 


RD. C. 
































































































































































stores 














Now 
liqu or 

















of the 
people. 
That 


peopl ° 




















And 

















Thes 











money 
all alon 














to $20 














operati 
They 
Tl 

















TI 

















parable 


supposed 


to 
to that 


you Can asst 


mot! mopoly 


eans ti 


That 


rY iere WO 


shoulder 


it follows that un 


e are things that 


were to be 


g the line 


million 


On. 


are not 


‘hme ilation, 
in Washi 


a considerable 


inh 


ington, 


the 


uld be a 


ler the proposed monopoly system, with its fewer estal 
lishments and fewer employe es, fens money would be spent in ft 
net i in business income in the District would probably be around $10 millio: 
That is a considerable burden for the District’s economy to have to shoulder. 

taken into account 
gains that would be reaped from a liquor monopoly. 
drained out of the District’s economy, 
for th 


must be 


ey 


are simply not taking into account 


monopoly 


net 


then, 








of the pom Ar ience of the monopoly States, taki 
areas where the ce 
and 


applving 


AND 


But at 


system 


loss in employment 
unemployment burden for 1 


when they talk about 
in revenue that they claim would result from a monopoly operatio 
what it would cost to set up and run such a 


OTHER 








ng the ratio of the 
oncentration of p 


this ratio to the I 
ime that some of the 2,190 people who now work in the pri 
industry might be reemploved by the monopoly 
nigh t or might not be the same people. 


States. 


System. 
anv rate, based 
would employ 


in the 


the I 


when yor 


the lo 


taking into account any of these things: 


PU 


RPOSES 





1a ‘: Washingtonian. I was born here, went to school here, and 

ed and wor hed here all my life. Therefore, I have a real concern in anyt 

that affects the welfare of Washington and the District of Columbia. <A 

feel that this proposed monopoly is something that would seriously affect 
District’s economic welfare. _ 

For in counting the costs of monopoly, we have to take into account the 
tributions that the private liquor industry has been making to the Dist 
econo}%;>nny 

As I have sa the liquor industry provides the livelihood 7,300 pers 
Of these, 2,190 are owners and emplovees of firms in the industry. and the ot 

»,110 are their dependents. The salaries of the owners and emplovees 
$12 million a year, and $9 million of this goes to persons who live in the Dist 
The other $3 million is paid to persons who work in the District, but who 
and spend money in Virginia and Marvland 

The liquor industry people who live in the District, and their depend 
spend $6.8 lion a year in the District—for things such as food, clot] 
furniture itomobiles, entertainment, real estate, drugs, and a lot of ot 








ddition, liquor companies, both wholesalers and retailers, pav a tota 
$1.1 million in rents every year to the owners of the properties they oc 
And on top of that, the liquor business firms spend $4.3 million a year for 
and services that they purchase from other District businessmen 

These sums add up to a total—spent in the District—of $12 million a 
That money that circulates in the District, that is paid to the proprietor 
many other businesses. In other words, it is a contribution of $12 mill 
vear that the liquor industry is making to the District’s economy. 

I want to stress again that if the private liquor industry were put out of |} 
ess, this $12 million would simply disappear from circulation, because it we 
not be there to circulate 

It ight be argued that the monopoly system itself would fill in this 
But I want to make it clear that if you set up a monopoly you are not by 
means simply setting up a new system that will to all appearances be exa 

€ as 1 oid one. 
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r OF MILFORD F, SCHWARTZ IN OPPOSITION 
rAXES ON WINES, SPIRITS, 


seriouslv doubt the wisdom of the proposed 
d wine 
are already laboring under the burden of excessively high ta: 
riminatory taxes alone represent 500 percent of the cost of prod 
g, and bottling of our commodity. Since the repeal of 
ed spirits tax rate has risen 854 percent. 
; proposed increase would further burden the workingman, for this is a wag¢ 
’“s tax. The Department of Agriculture estimates that two-thirds of tl 
s tax is paid by persons with annual incomes of $5,000 or less Man) 
if lower income have ceased to be consumers because of the high price of 


ine, and liquor, and others have sought the cheaper pI Lu he noo 


perience has taught us that an increase of tax on our pri 
ests, reduces rather than increases the net result desired 
further tax on beer, liquor and/or wine in the District will 
our industry. I respectfully suggest that an increase of 
the very purpose for which it was intended. 
s significant that after the last tax increase on our products w: 
first full year of its effective period, there was a decrease in gallo 


L ake 


is vear of about 160,000 gallons and the Collector’s office sold nearly 


f 


) fewer tax stamps. It follows, of course, that the stores sold fewer 
The sales on beer showed a similar decline in gallonage and sales 
Che proposed rate of dessert wine increase .45 cent, would place this tax ab 
national average; i. e., 21.6 cents, and would similarly place table wine, 
‘0 cents far above the national weighted average of 14 cents 
Che District of Columbia, which enjoys a stable and excellent market for for¢ 
well as all types of American-produced wines, presently has a tax 100 perce 
er than other large wine consuming States (California, New York, New Jersey 
{ Connecticut) and with an increase to 30 cents would have 
spondingly greater. 

Maryland rates are presently 20 cents on dessert and es plu 
tax of 2 cents. In Virginia, standard California wines are sold to cons 
State stores at figures ranging from 60 cents to 80 cents a fifth. 

at the District of Columbia may maintain a sound competitive px 
rease in the tax on dessert wine or the proposed tax on table wines s 


idered. 


Table wine, including the popular Kosher wines, is a home-consumed beverags 
Much of this type (especially the foreign wines) are sold through retailers o 
‘ial orders. Under the present system of bottle stamp payment, these special 
lers would require special tax stamp affixation. The time and detail involved 
1 this requirement would cause the retailer to operate at a loss on such an item, 
1 these small temperate orders for table wines would soon be reduced to 
ninimum. 


a tax discrepanc 


[he proposed increases would tend to coax purchasers away from the 

Columbia, into a neighboring jurisdiction, which would then have a tax rate 
50 percent less on wine than ours would be. Such a tax differential, when dealing 
ith a product such as wines, which sells for less than a dollar, would determine 

a large extent the customer’s place of purchase. If the customer is lured into 
e next State because of the tax differential, you will, in addition to affectins 
the place of the purchase, influence the place of purchase of other merchandi 

sught when he makes his trip to buy wine. 

The District of Columbia general fund revenue program report contained in it 
ecommendations to increase alcoholic beverage taxes. This program was 


made 
ter considerable study. On page 7 of the report, it was stated that the tax 
hange from 20 to 30 cents per gallon on wine should be considered. The 
15-cent increase in this bill was only referred to as “other possible changes.” | 
hink it can safely be argued that the general fund revenue program did not 
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recommend a 20- to 45-cent raise on dessert wine, but recommended a 20- t 
cent increase. 

The increase to 45 cents on dessert wine and sparkling wines, of course, chano 
your statement made before the District Commissioners. You can truthf 
say now that this proposed tax on dessert wine would be double the nat 
average 

With the Maryland tax of 20 cents on dessert wine as opposed to the 45- 
tax on District of Columbia wine, this tax differential when wholesaler and ret 
normal markups are entered, would amount to a differential between the sel 
price of Maryland and District of Columbia wine of well over $1. This would | 
a serious detriment to the sale of wine by District of Columbia retailers and w: 
result in loss of sale and tax revenue 

Wines comprise only about 6 cents of the so-called beverage dollar in 
United States 3ecause of the many types of wine, the wide variations in tast; 
and background of purchases, the sale of a bottle of wine is a personalized sal 
The independent retailers in the District of Columbia have done a good job j 
developing a nice wine business. The finest wines of Europe and America a: 
available to District of Columbia consumers through their stores. If becaus: 
tax and resulting price differentials in neighboring States, the customers can get 
“bargain” in a neighboring community, local retailers would not only lose t] 
business but the resulting revenue as well would be lost. 

In connection with the general tax situation in the District of Columbia as far 
as spirits, wines, and beers are concerned, I would like to make the followi: 


recommendation: 

Amend section 23 of the Alcoholic Beverage Control Act by adding the following 
new subsection: 

(1) Notwithstanding the other provisions of this section, the taxes provid 
for in this section shall be paid by return. The Commissioners shall, by regulati 
prescribe the period for which such return shall be filed, the time for filing su 
return, the information to be shown in such return and the time for paymé 
of such tax: Provided, however, That notwithstanding this subsection, the taxes 
shall continue to be paid by stamp until the Commissioners shall by regulatio. 
provide for the payment of taxes by return.” 

The foregoing is copied almost work for word from section 5061 (a) of the 
Internal Revenue Code of 1954. 

Under the 1954 Internal Revenue Code, the Alcohol and Tobacco Tax Divisio: 
has prescribed returns for wine and beer, but stamps have been continued for 
tobacco and distilled spirits because these last two industires preferred to conduct 
their business that way for the time being. 

Under the above language presumably the Commissioners, if they prescribed 
returns, would apply the return system to the relatively few wholesalers in the 
District. With regard to direct imports by retailers, presumably the return 
would be prescribed to be filed and paid at the time the import application was 
made. 


A great deal of light wine is being brought into the District on direct import 
by retailers. The return system as above described, applied to direct imports, 
would prevent a great deal of hardship that would result by requiring stamps for 
the products heretofore not taxed. 

Section 23 deals only with spirits and wines and therefore the above provision 
would apply only to spirits and wines. 

I would further bring to the committee’s attention the fact that hundreds of 
thousands of dollars of beverages are brought into the District of Columbia each 
year by virtue of having been sold through the efforts of brokers who, by the pay- 
ment to the District of Columbia of the sum of $100 for each out-of-town distillery 
they represent are supplying large quantities of liquors without having to have a 
local warehouse, delivery service, or employ local persons in numbers of any 
consequence. 

Local wholesalers pay licensee fee to the District of Columbia of $2,450. I 
would recommend that brokers soliciting in the District of Columbia for out-of- 
town suppliers be required to have a District of Columbia wholesale license and to 
maintain a warehouse in the District of Columbia. 


CHAIRMAN Situ. Any questions? 

Mr. Aten. One question. 

Mr. Schwartz, you said you represented 11 wholesalers. Is that a 
representation of one man who has most of it, or is the percentage of 
the business pretty well distributed? 
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\fr. Scuwartz. Ten of the 12 wholesale firms eligible to belong 
yur association by handling nothing but nationally advertised lines. 
\\ have 1] members. 

\{r. Allen. Percentagewise they do approximately the same amount 
usiness? It is said that we have a monopoly here. Is it spread 
yng the 11 dealers? 

Ir. Scuwartz. I think it is pretty well spread out. 

\Mir. Auten. That is all. Thank you. 

Chairman Smira. Thank you very much, Mr. Schwartz. 

The committee will recess until 2 o’clock. 

Whereupon, at 1:05 p. m., a recess was taken until 2 p. m. of the 












Lime day. 





AFTERNOON SESSION 










Present: Representative Smith (presiding); Senators Bible and 
Beall; and Representatives O’Hara and Allen. 

Chairman Smitru. The committee will come to order. 

| shall make part of the record two letters and a statement. 
The letters and statement are as follows:) 













CENTRAL BusINEss ASSOCIATION, INC., 
Washington, D. C., January 12, 1956. 






Hon. HOWARD SMITH, 
United States Congress, Washington, D. C. 

HoNORABLE Srr: As chairman of the joint committee considering the tax-increase 
program for the District of Columbia, I would appreciate your insertion into the 
record the position of the Central Business Association, Inc. 

Central Business Association, Inc., protests any further tax increases at the 
present time and recommends the following five items. 

1. Increase of the Federal payment to at least 25 percent of the total budget. 

2. Immediate steps for establishing economies in the District government. 
3. Reduction of capital expenditures to balance the budget. 
t, 









Opposed to any increases in sales tax. 
5. Opposed to municipally owned liquor stores. 
Please accept our appreciation for your presentation of our views to the full 
ommittees and its insertion into the record. 
Sincerely, 






BENJAMIN STRINER, President. 












Tue G. B. Macks Corp., 
Washington, D. C., January 13, 1956. 





Hon. Howarp W. Smita, 
House of Representatives, Washington, D. C. 

Dear JupGe Situ: Please accept my sincere thanks for the courtesies ex- 
tended to me by your committee at the hearings on District revenue problems on 
Wednesday. 

After making my statement to the joint committee, Mr. Martin, the District 
Finance Officer, addressed the committee in opposition to the identical Senate 
and House bills (S. 1179 and H. R. 4532 “to amend the District of Columbia 
Sales Tax Act and the District of Columbia Use Tax Act so as to limit the sales 
and use tax on venders to the amount of reimbursement authorized to be collected 
by them if they can establish such amount by accurate records’’), which I advo- 
cated. 

Mr. Martin seemed to make an important point of the fact that it is possible 
for a patron to purchase several items at one time from a group of vending ma- 
chines in some places where the total price of such group of purchases will amount 
to at least 28 cents, thus authorizing a vending machine operator to collect the 
sales tax. 

May I respectfully offer the following information in retaliation to Mr. Martin’s 
argument. 
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First, there are only a handful of establishments in the District of Co 
vhere one vending company operates a large group of machines making it 
for a patron to purchase a complete meal in relation to the total number of 

achines being operated here. 

Secondly, in the great majority of cases, where several food products at 








through machines, anywhere from two to as many as a half dozen con 
operate these machines. Thus, for example, if someone purchased 


a 
bottled soft drink, a 5-cent package of cookies or a candy bar, a 10-cent 
ilk and a 10-cent cup of coffee at the same time from a group of machir 
spends 30 cents for his total purchase, but the 30 cents is divided between 

1ore vending firms. 



































Therefore, none of the companies has made a sale 





authorizes him to collect the sales tax. 





Thanking you agains for the opportunity afforded me to 
ynmittee, I remain 


Very trulv vours, 





appear befor 

















MBYER GELFANI 
Vice Pre 











JoserH A, KAUFMANN, CHAIRMAN LAW AND LEGISLATION ( 
MITTEE OF THE FEDERATION OF CITIZENS’ ASSOCIATIONS FOR THI 





Drsrri 

















For the record, let me state that the Federation of Citizens’ Associations f 
District of Columbia is composed of more than 60 member local citizens’ 
tions, from all of the neighborhoods which comprise the District of Col 


i i ‘ il 
We thus reflect the opinions of and speak on behalf of thousands of Washi 
residents and their families. 
































These plain people, and their representative neighborhood 
vitally concerned with what they believe are the interests of the Distri 
bia, as well as their own personal interests. They seriously regret 
gle request for additional and increased taxes, because they pay the fr 


associations 

















L 


I can assure you that they, representing John Q. Citizen, carefully scrutinize 




















iece of legislation which has any impact on them, be it direct or, as in this 
indirect H. R. 6196 was considered and discussed at length by the com 
ae 








on law and legislation, during the latter part of May 1955. That committee, 

chaired by John H. Fallon, unanimously recommended to the Federation of ( 
iations that it go on record as in opposition thereto. The federat 
th some 80 or 90 de legates present, went on record at its June 4, 1955, meet 





























as opposed to H. R. 6196, with only 4 or 5 delegates dissenting. For your recor 
I should state that this was the third time in the past 10 years that the Federat 
of Citizens’ Associations for the District of Columbia has overwhelmingly reaffir 
ts belief that State stores are not in their interest or in the interest of the Dist 








of Columbia. 


The arguments against State stores is by no means bottomed on the fact t 


competitive system has kept the prices to the consumer far lower loca 
han it is believed they would otherwise be, or on the fact that such low pri 
attract nonresident purchasers to the off-sale establishments, and that s 
s purchase other commodities from neighboring District of Colum! 
merchants Rather, we strongly feel that the many taxpaying businessmen, wv 
have invested large sums in the alcoholic-beverage industry, have been lar 
contributors, directly and indirectly, to the coffers of the District of Columb 


and the Federal Governments: we also feel that 
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this legislation, which wou 
now summarily put these firms out of business, requires approach with cautio 
In addition to our concern for the attached firms, we are of the opinion tha 
the direct and indirect pecuniary benefits to the District of Columbia, the own 
of rental property which they oceupy and the numerous workers whom tl 
‘mploy, will far outweigh the net profit which State stores operation will yi 
We suggest some factors, which may not have been considered: The wholes: 
and retail beverage industry has made large contributions to the Communit 
Chest, to every charitable, educational, and religious institution, be they local | 
metropolitan. They have expended large sums annually among the variou 
advertising media, and their presence in almost 400 neighborhood shopping c« 
ters and areas have contributed largely to make them balanced and comple 
Each type of business in a shopping area brings business for the others. T! 
owners of the stores they occupy pay large sums annually in interest on mort 
vners and licensees invest tens of thousands of dollars in alterin, 
the buildings, air conditioning, and repairing them, furnishing a substantia 
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work for the tradesmen and their employees who ari 


an, modern stores. 
ld like to suggest that a survey would perhaps surprist 
vpe of operation that is universal here. There are other benefits whic} 
now recount, to persons engaged in other business or trades 
usiness contacts with these licensees. 
ieve that it would be a grave mistake to withdraw more than 400 oppor- 
for the small-business man to engage in private industry; this, to whi 
i States have so long and proudly pointed as “opportunity, the keystone 
ocracy.”’ We also believe that government should not now enter the 
private business. Each fresh entry of government into the field of privat 
prec urses Other and new suggestions that would encroach on the field 
idustry. Ido not suggest that this smacks of socialism, but expr 
ngs : of the many residents of this city, not just the industry affected, that 
rdently opposed to enactment of this legislation. I could easily list 
r arguments in favor of the present system, and against State stores, but 
interest of your time, I will close, with sincere thanks for having listened t 
sentation, and for the constant efforts of the members of your respective 
ttees, past and present. 
as been one of the agreeable rewards to me and to those hundreds of Wash- 
ins, who labor day and night, without compensation, at civic work, that 
able statesmen who make up our Congress and legislate for the District, 
so Many occasions responded to and respected the wishes of Washingt 
when you consider proposed legislation directly affecting us 
hank you very much, 


hairman SairH. Identify yourself for the record. 


STATEMENT OF WILLIAM J. SMITH, CHAIRMAN, FISCAL RELA- 


TIONS AND TAXATION COMMITTEE, FEDERATION OF CITI- 
ZENS ASSOCIATIONS 


Mr. Smivrg. Mr. Chairman and honorable members of the Joint 
House and Senate Fiscal Committee, my name is William J. Smith, 
nd | am chairman of the fiscal relations and taxation committee of 

federation of Citizens Associations of the District of Columbia 
| wish to thank you and express the appreciation of the federation 
the invitation extended to me and for the opportunity of appearing 
fore your committee. 

\s you are probably aware, the federation is composed of 58 con- 

lent associations, whose members are included throughout all the 
veographical areas of the District of Columbia. 

No one will argue with the fact that Washington is no longer a 

x, overgrown town, but has become, instead, a very large, modern 
nunicipality, with all the demands placed upon a large metropolis by 
inv huge population living within limited and congested areas. 

[t is, indeed, a privilege to live in a well-organized, modern city, 
ind we who are its citizens fully realize that fact—that obligations 
accompany that privilege—the obligations to live wisely with our 
ellow citizens of Washington _ of the Nation, and to fairly share 

burden of maintaining the Nation’s Capital. 

Those who know the most about the needs of our city have found 
pressmg requirements exist, which demand immediate remedies, in 
rder to maintain the District of Columbia as the safe, secure, and 
decent place which all citizens throughout the city and throughout 
our Nation have the right to expect. 

| should like, with your permission, at this time to give you a brief 
summary of the legislative background pertaining to the Federal pay- 
ments to the District of ¢ ‘olumbis 2. 
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In 1878 the cost of operation, development, and maintenance of the 
District of Columbia was borne jointly by the United States and th 
District of Columbia on a 50-50 percent basis. This ratio was change 
in 1922 to a 60-40 percent, with the District of Columbia paying the 
greater percentage. 

Although this provision was repealed by act of Congress on May 16. 
1938, from 1925 on this ratio was supersede din practice by an annual 
lump-sum appropriation. 

Prior to the passage of the public-works program, the Federal con 
tribution had dwindled from approximately 39.49 percent in 1924, to 
as low as 8.52 percent in 1954. 

From the table of Federal payments, marked as “Exhibit A’’, and at- 
tached hereto, it can readily be noted that from the original 50-50 
percent ratio, and as changed in 1922, to the 60—40 percent ratio, th 
Federal payment has steadily declined to 12.56 percent for fiscal year 
1956, and, if the United States share of $22 million is granted, to 14.43 
percent for fiscal year 1957, or, in other words, the present ratio of 
85.57 percent District share to 14.43 percent Federal share. 

From a layman’s point of view, in looking at the budget, as pre- 
sented to Congress, instead of seeing only the amount developed in 
the general fund, I see the total budget for the District of Columbia 
for fiscal year 1957 of approximately $185 million, which includes thy 
spec ial funds, such as the highway, water, and sanitary sewa 
works funds, and the motor vehicle parking fund. 

While these are self-sustaining, they are supported by the taxpayers 
of the city of Washington. The bridges are used by Marviand « and 
Virginia residents, as well as the nation as a whole. 

The city’s parking facilities are used by residents of outlying areas 
Water is supplied to nearby Virginia and Maryland communities. 
Sewers have to be coordinated with the outlying areas. 

However, I wish to bring to the attention of the committee members, 
that the 50-50 percent ratio and the 60-40 percent ratio, when in 
force, did extend to the entire budget for the Dsitrict of Columbia, 
that with all of these spec ial funds now being self-sustaining, the total 
burden being borne by the resident taxpayers for the District of 
Columbia, the present United States share of 14.43 percent for fiscal 
year 1957, in reality, applies only to the general fund. 

It is the earnest request of the Federation of Citizens Associations 
that an increased Federal payment of a 25 to 40 percent ratio toward 
the cost of operation, development and maintenance of the District of 
Columbia be granted. 

That there is a positive need for such increase, in our opinion, is 
justified. It is the opinion of the citizens of the District of Columbia, 
as can be shown by figures and statistics available to the committee 
by the proper District officials, and it is believed to be a feeling which 
would be shared by many Members of Congress, as well as a majority 
of citizens throughout the Nation, should the financial situation 
confronting the District of Columbia be thoroughly understood by all. 

The Federation of Citizens Associations, as above stated, is whole- 
heartedly of the opinion that a much fairer ratio should be granted 
the District of Columbia; and it therefore requests that the Federal 
payment for the budget of the District of Columbia be between 25 and 
40 percent of the general fund. 
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Vashington is not just a city or a municipality. It was never 
echt or intended to be such. It was laid out to be the capital of 

reat nation, and that is just what it is. 
ts standards and requirements, therefore, are not those of any 
nary city. They must meet the demands of the greatest nation 
the world today, and all nations look to it as the outstanding 
ropolis of present civilization. This is not just our city. It is 
city of every citizen of the United States. 

Hence, its facilities are used heavily, and beyond those of other 

ties. Our streets, sewers—everything Washington offers—belongs 

and are used by hundreds of thousands of our people every day 
ym all over our country. 

Yet we have no way of recapturing a penny of what those added 
ises cost in increased maintenance and new construction. Many of 
the people employed by our Government, our " 
tial aid, work in the District of Columbia, they 

nd their income elsewhere. 

However, under existing revenue programs no effort has been made 

recapture a penny from outside sources to assist in paying for a 
re of the upkeep of the District of Columbia. 

Our city limits are permanently fixed by law. Even now we see 
prosperous industries moving out of the District to cope with the 
movement of our population beyond our boundaries. 

rentle men, these are realistic and serious problems with which we 
art “l today and which differentiates Washington from other cities 
aroun the country. 

What might, otherwise, be conventional methods of comparison 

ise to be workable under these conditions. They only confuse. 

bridges, buildings, streets, roads, sewers—everything must be 
more than just practical or useable—the ‘y must express forcefully, for 
many reasons, what the city symbolically really is, the spiritual ex- 
pression of the supremacy of our great people. 

All this costs money. All this makes Washington different. All 
this is made necessary not because we happen to live here, but be- 
cause all of the people all over the country want it that way. 

In the past we have met the greater share of those costs. But we 
have no great industries to aid us, and the very great majority of our 
people are not financially able to go much further in carrying heavier 
taxes. 

There are many sections of this city where the people live modestly. 
They are in the low income bracket groups. They give, but their 
contributions necessarily are limited. We cannot create a large tax 
potential out of them. 

The rest of the people do a good job. Real estate assessments are 
high. The present bill calls for a substantially increased tax program. 
Our citizens will do their share, as they have in the pe ist. 

However, they desire the country to know, that, alone, the taxpaying 
people of the District of Columbia cannot financially carry the burden 
wh ich is made necessary because they share with the entire Nation 
what it is the duty of the entire Nation to share with them; a common 
responsibility of all to make and continue to maintain this city as the 
greatest in this country and in the world. 

For the above reasons, the Federation of Citizens Associations for 

ie District of Columbia, has adopted the following recommendations 


St source ol poten- 
paid here, and then 
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for potential revenue or suggested taxes to be raised to finance expx 
tures of the District of Columbia Government for the fiscal year 1957 

|. The first and foremost this joint fiscal committee promptly 
energetically seek legislation to provide for a more equitable payn 
by the Federal Government of 25 to 40 percent of the general { 


of the budget for the costs and upkeep and operational expenses o! 
District of Columbia. 


) 


2. That in the event such legislation fails to enactment, tl 
Retain existing individual income tax law, as is, but adopt a ta 
one-half percent on gross earnings in the District of Columbia, paya 
by both residents and non-residents. 

That in the event this fails of enactment into law, then: Rem 
exemption of businesses and professions which by law or by ethics 
not incorporated, and those in which more than 80 percent of gross 
income is derived from personal services of owners. 

4. Consideration should be given to increasing the tax on bai 
and building and loan associations and other lending institutions, : 
these institutions were not included in the increase of taxes in 
public works law. 

5. Impose the income and franchise tax on all income which 
nonprofit coprorations, organizations, and others derive from busin 
or rental property within the District of Columbia. 

The Federation is opposed to all other suggested new taxes or 
crease of existing taxes, many of which were so recently raised in 
public works law, as it is felt that the saturation point has now been 
reached. 

In conclusion, I should like to leave the following two suggestions 
for this committee’s consideration: 

It may be that you can never agree on a formula, or even on tl! 
suggestion here made, of 25 to 40 percent of the budget. If that be 
true, then the Federation asks you to seriously consider the fact that 
the District of Columbia is, in truth, entirely owned by the Unit 
States, and that, although some property is titled in the District of 

Columbia Municipal Corporation, it is held merely as trustee, wit! 
power only subject to the will of Congress. 

As this is true, then it becomes more and more evident that the rea 
and only question is what fair and equitable taxes the people her 
should bear. Having ascertained that, the difference in need should 
entirely borne by the United States. 

Our second suggestion is whether, by some manner or means, the! 
could be legislation by this committee, assuring the District of Colum- 
bia of the full availability of any authorized Federal payment, regard- 
less of what such Federal payment should happen to be. 

If so, I believe I can speak for our Federation of Citizens Associa 
tions and state that everyone would be extremely grateful. 

Again, I should like to take this opportunity to thank you for pe! 
mitting me to appear and present this statement on behalf of th 
Federation of Citizens Associations. 

(The chart is as follows:) 
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Exurpir A 


ywing, table shows the District of Columbia appropriations payable fro 
| revenues of the District of Columbia for the fiseal years 1924-57 


Table of Fe deral payne nts 


District of 


Potal appro- Columbia 


priations 


$23, 903, 75 
31, 175, 67% 
31, 139, 73 
33, 951, 
34, 894, 
35, 957, 971 57 
694, ¢ 31, 694, 306 , 000 
5, 625, 23 36, 125, 25 9, , 034 
3, 840, 02% 34, 32 ‘ lll 
39, 626, 31, 851, 847 7, 775, 151 
29, 700, 737 ) 5, , 029 
, 620, 30, 08 539, 295 
, 295, 95 32, 588, 5. 707. 529 
, 182, 7 35, 177, 76 5, 005, 000 
, 143, 36, 1 79% 5, 025, 026 
404, 45 35, 494, 45 5, O00, ( 
5 », OOO, 117 
), 000 
>, 000, 00) 
000, 00K 
), 000, OOO 
000, 000 
», OOO, OOO 
un uh) 
11, 000, 000 
86, 017, 985 5 7, 985 11, 000, 000 
98, 331, 275 87, 331, 275 11. 000. OO 
103, 924, 82: 04, i 9. 800, 000 
121, 265 110, 5. O7 l 410). OOO 
113, 589, 327 103, 5 327 0, 000, 000 
29, a 118, , 304 000, 000 
139, 578, 76 119, 5 760 ), 000, 000 
143 125, 365, 868 000, 000 
152, 475, 391 130, 475, 391 92 OOO, (OK 


Chairman Smira. Thank you, Mr. Smith. 

Are there any questions? 

Senator Brsie. I have none. 

Mr. ALLEN, Jr. I have one question. 

On page 7 of your statement, you refer to removing the exemption 


sinesses and professions which by law or by ethics are not incorporated and 

se in which more than 80 percent of gross income is derived from personal 
services of owners. 

What businesses are those? 

Mr. Smrra. We are referring to the professions such as legal, engi- 
neering, architect, medical, and dental. 

Mr. Atten. Are they exempt while other personal earnings are not 
exempt? 

Mr. Smirxa. That is true. 

Mr. Atuen. That is on a license tax or what, on an income tax? 

\M[r. Smirx. It is on a franchise tax. 

Mr. AtLEN. Do you know how much money that would produce? 

Mr. Smirx. I do have it but I do not have it here. 

Will you tell me? 

Mr. Martin. $1,350,000. 


Mr. Atten. And No. 5 there, do you know what organizations you 
“afar 
refer to? 
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Mr. Smiru. Such as charitable organizations. 
Mr. AtLten. Would that go to a tax on the rentals of a ballroon 
things of that sort? 
Mr. Smiru. If they have a building and they rent or lease the s 
it would include the tax on the earnings from that property. 
Mr. Auten. Thank you very much. 
Chairman Smirx. Thank you again. 
Next is Mr. Bruce Baird. 
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STATEMENT OF BRUCE BAIRD, CHAIRMAN, MUNICIPAL FINANCE 
COMMITTEE, WASHINGTON BOARD OF TRADE 

















Mr. Batrp. Mr. Chairman and gentlemen, we are glad to have 
opportunity to place our views before this distinguis hed commit 
with respect to H. R. 8168, the bill introduced by Judge Smit KG of 
Virginia, embodying the revenue proposals of the Commissioners 

District of Columbia revenue re quirements and proposals have been 
carefully studied by the municipal finance committee of the Was ne 
ton Board of Trade, and the recommendations of that group of well 
informed community leaders approved by the board of direc tors, of 
the board of trade, comprise the statement I will present now. 

The Washington Board of Trade supports the Commissioners’ 
proposals to amend the personal-income-tax law in the manner 
provided in this bill. We believe these proposals will be fair to all 
who will be affected by them and that the resulting law will make 
the District’s income-tax impact substantially consistent with those 
in Maryland and Virginia. 

At these hearings last Wednesday there was discussion about 
adopting a more limited tax rate system like that employed in the 
State of Virginia. We do not favor this. We believe the recommended 
six step rates will reflect a person’s ability to pay, and we note that 
it corresponds with the practice in most of the States. Neither do we 
favor the flat rates employed on earned and unearned income in the 
State of Maryland. 

We consider it desirable to include basic provisions in the District 
of Columbia law which correspond to those in the Federal law. For 
the average taxpayer the chore of filing local returns will be minimized 
if the personal exemptions and allowable deductions in the District 
law correspond with those in the Federal law. 

We would suggest, therefore, that the $500 dependent’s allowance 
in the law now and continued in this bill be increased to $600 to 
reflect this Federal pattern. 

The board of trade supports the Commissioners’ recommendations 
for reducing the exemption in the sales-tax law for meals consumed 
on the premises from 50 cents to 13 cents and for taxing rented 
tangible property. 

We conclude that these changes will not be severely burdensome on 
taxpayers and that it will be another step in the direction of making 
the sales tax equally applicable with respect to all sales made to the 
consumer. 

As a general rule we recognize the desirability of eliminating all 
exemptions from the sales-tax law just as is the practice in a great 
many of the States. 
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At the same time, however, we recognize the practical difficulties 
of ot soca this and, therefore, will refrain from making recom- 
.ndations today beyond the two noted here. 

"We are vigorously opposed at this time to the suggestion made by 
the distinguished chairman of the House Committee on the District 
of Columbia last week, that the sales tax be increased to 3 percent. 

We fully subscribe to his views that the sales tax is an extraordinarily 
suitable means of raising revenue in this jurisdiction and in all likeli- 
hood would support the increase he proposed, were it not for the 
pattern in the surrounding c ompetitive areas. 

The State of Virginia does not now employ the sales tax, the State 

f Maryland levies no tax against food for home consumption. We 
bi lieve that to raise the 2 percent rate on general sales and 1 percent 
rate on food for consumption off the premises (that is, home consump- 
tion in the District at this time, would significantly affect business 
volumes within the 69 square miles of the District of Columbia and 
hence adversely affect District of Columbia revenues received from 
other forms of taxation against business. 

H. R. 8168 would raise the Federal payment authority to $22 
million, an increase of $2 million. We agree wholeheartedly that the 
Federal payment to the Nation’s Capital should be greater and we 
submit that the increase should be much more than $2 million. 

The Commissioners of the District of Columbia submitted compel- 
ling testimony to this committee last Wednesday, testifying to the 
need for and the equity of a larger annual Federal payment to the 
District of Columbia. 

We will not burden the committee with a repetition of those facts 
but our committee and our research staff have developed additional 
information bearing on this subject which I will briefly review for the 
committee. 

The records of hearings and congressional debates for more than a 
hundred years repeatedly record congressional sentiment to be that 
the residents of the District of Columbia should be subject to taxes 
which are comparable to those which would be imposed in comparable 
communities throughout the land. 

It has often been stated that it is the responsibility of the United 
States to supplement the taxes levied against the residents in accord- 
ance with that principle to the extent that it may be necessary to 
appropriately develop and maintain Washington as the Capital of the 
Nation. 

I am sure that the members of this committee, like their prede- 
cessors, do not desire to penalize the residents of the District and 
impose on them an excessive tax burden because they reside in the 
Federal city. 

I am also confident that if the Congress is satisfied that the resi- 
dents here are paying a fair tax bill comparable with what they would 
pay in other jurisdictions then the Congress would have no hesitancy 
in providing from the Federal Treasury such additional sums as 
might be necessary to operate the Capital of the Nation on the de- 
sired scale and as they, and I am sure, all thinking citizens of this 
great country would wish it to be maintained. 

In our judgment, based on careful examination of all the pertinent 
facts, the residents of the District of Columbia are now paying and, 
certainly if the provisions of this bill are enacted, will be paying all 
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the taxes which they can be expected to pay. Admittedly 
extremely difficult, and for all practical purposes impossible. 
velop unimpeachable data fully supporting that statement. N 
theless, we believe the following facts sustain our conclusion. 
The first of these is exhibit A, a comparison of the major tax 
on residents in four income brackets in the District of Columbi 
the contiguous counties, and cities within the metropolitan 


















































are 
Washington. 

Mr. Barro. This exhibit clearly demonstrates that in almost « 

instance, if the Commissioners’ revenue proposals are adopted 








estes rate on typical taxpayers will be higher within the Dis 
than in the contiguous areas. 











These computations were made and are presented here 


to det 
strate the severity of the District’s revenue structure and _ also 


show the committee that further imereases beyond those prop 
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at this time will place the District of Columbia at a serious di 
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vantage in the area which is already causing us serious difficult 


namely, the flight of residents from the city to adjacent area 
counties 





























We have carefully studied every compilation of comparativ: 
rates in Washington and cities of similar size throughout the Nat 
which have been turned out by Federal Government departm 
and others for many years, and which purport to show District 
Columbia taxpayers in a prefe rred position. 

We respectfully submit that neither the tables referred to nor 
others which we have seen fairly reflect the real tax burdens of 
residents of any of the communities included for the following reaso 

i. All of these comparative tax burden studies purport to show 
average per capita tax on the residents of the jurisdictions b 
studied as of § 1 given date. 

In making the comparisons it is customary to assign to the cities 
being compared a certain portion of county, school district, and State 
costs to make them comparable with the combined city, county, ai nd 
State area in the District of Columbia. 

The per capita figure is normally taken from the last decennial 
census; the total revenue figure is normally taken from the reports o! 
the last complete vear. 
















































































This obviously results in some errors when computing per capita 
costs, particularly in the case of those communities which have ha 
significant population gains or losses during the period between the 
last census and the last fiseal report. 

We submit that this simple technique of dividing total revenues by 
population does not correctly reflect the effect of tax loads on residents 
for still another very important reason. It is fallacious to assume 
that the State revenues allocated for the purposes of making a com- 
parable table constitute a load on the residents of the communit 
being examined. 

Many of the States levy many taxes which are not available to the 
District of Columbia. Some of the States receive large revenues 
through taxes on natural resources such as oil, gas, and the like, which 
are in fact not a burden on the residents of the State but which are 
collected from the users of such commodities in many other States of 
the Union. 
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ye] capita figures, furthermore, do not reflect tax loads on the 
ts of these communities, particularly when they are compared 
District of Columbia, because a very substantial portion of the 
es entering into the per capita compilation are actually taxes 
ness, particularly manufacturers and distributors whose profits 
roperties are the result of sales made throughout the length and 
th of this land and in many cases throughout the world. 
ing testimony to the magnitude of such sums may be gleaned 
xhibit B, recently prepared by our research department, nie 
ibmitted. 
hibit B is as follows: 


Exuipnit B 


ee . 
arious national companies of 


17, 974 74, 000 
$63. 430, 449|)$339, 992.000) $17, 
$3, 328, 768) $18, 251, 194 


247 26, 700 45, 733 3, 531 


13, ie 
629, 677 | $138, 000, O00) $211, 522, 246) $16, 186, 000) $7¢t 


9.572) $4,373,000) $9, 251,869! $1, 175, 601 $9 15 


Ll to 2¢ 1 to 32 lto2 
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35, 141 21, 000 23, OOO 20, SS ui, ave 


$157, 121, 943'$117, 700, 000'$101, 000, 000'$145, 790, 758|)$166, 548, 812 
$6, 189, 602) $16, 300, 000 $3, 250, OOO $4, YSY, 570) $16, 84S, 51 


1 to 25 lto7 1 to 3l to 29 


{f employees 43, 511 


$29] 


25, 770 3, 685 51, 404 

352, OOO} $102, 596, 635) 684 $228 OOO. OOO!$4. 323. 277 

1 local taxes | $5, 865, OO} $1, 628, 233) $452, OC $9,727,612) $227 
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nd figure 


$17, 85: 


r 


i é di 1 to 3+ lto tf 1 to 34} 
rch and Tax Department, Washington Board of 7 


\lr. Barrp. This exhibit presents data gathered from 22 national 
mpanies having total payrolls exceeding $4.3 billion last year. It 
ows that these corporations, many of which are doing business in 
very State of the Union—in large cities, small towns and rural areas, 
he latter having low revenues requirements, paid on the average dur- 
y their last fiscal year $1 in State, county, and municipal taxes for 
ery $19 of payroll. 
This figure corresponds very closely with a more limited sample 
ewed 3 years ago before these same committees at District fiscal 
hearings When the ratio was $1 in State, county, and local taxes for 
ry $20 of payroll. 








184 PROVIDE REVENUE FOR D. C. AND OTHER PURPOSES 








Obviously, the taxes paid by a large manufacturer included in 
sample cannot fairly be included in determining effective average tay 
loads on the residents of the cities being compared. 

[ submit now exhibit C which shows a very small sample of sevey 
District of Columbia business firms whose tax payment to the Distric¢+ 
of Columbia government last year averaged $1 for every $8 of pay: 

(Exhibit C is as follows:) 








Exuisit C 


Relation in local companies of payrolls to local taxes 








eamrier OF CUNO YORE. 5c. ncn ccniktinnivecacess 390 | 2, 973 4, 249 
Payroll sas ‘cnatiteapevéulte $1, 134,779 $13, 776. 000 $10, 565, 000 $9 
Local taxes 3 a $52, 684 $3, 376, 715 | $681, 600 
Ratio (round figure) tax to payroll dollar-_-_--- 1 to 22 1 to 4 1 to 16 
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Permit Ot CIO OUR. .. 06s cctccnenecnesneuom 2, 248 675 790 |.. 
Payroll : or ete $11,086,000 | $3,104, 250 $3, 450, 690 $45, 4 
Local taxes . : eine $2, 092, 000 $88, 611 $371, 273 $ 
Ratio (round figures) tax to payroll dollar_.-..- 1 to5 1 to 35 lto9 









ource: Research and Tax Department, Washington Board of Trade, Jan. 13, 1956. 


Mr. Barrp. I hasten to say that these firms, being smaller instit 
tions operating in congested areas, are not comparable to those \ 
have used in exhibit B. 

They probably reflect more nearly the Federal Government’s re- 
sponsibility here since they are all urban operations. The table 
included to indicate that District of Columbia business is vine 
a significant part of District revenues. 

The striking fact actually to be learned from exhibit B is that 
there is a well demonstrated and documented responsibility by em- 
ployers to subscribe an important portion of the revenues needed to 
maintain and develop the communities in which they are located. 

The companies studied and in fact all responsible business organi- 
zations or employers recognize this responsibility to their commu- 
nities. Furthermore, most successful and substantial employers play 

leading part in developing and maintaining the highest possibli 
standards of municipal operation in the communities in which the 
have substantial investments and employ many people, hence the) 
are quite often the principal advocates of increased municipal 
penditures. 

We submit that the United States Government has the same re- 
sponsibility to this community. The Federal Government is the 
basic employer in Washington, providing approximately 40 percent 
of all the jobs in the District of Columbia. 

Were the United States to accept financial responsibility demon- 
strated by the records of other large employers, their annual payment 
to the District of Columbia would approach $50 million. 
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dentally, that is rather close to the 40-60 formula which was 
iccessfully here for so many years. That would produce prob- 
$56 million, a 40 percent base. 
O’Hara. We have not been able to do very well with that 
l lately. 
sarrD. We still favor it and would be willing to accept it. 

\s was pointed out by the Commissioners, this figure is strikingly 
ar to what would be paid if the United States paid in local taxes 
x rates on its real property and the average additional rate paid by 
| business. 

i1tlemen of the committee, we believe that this information 

demonstrates the responsibility of the United States Govern- 
to this community. We further believe that it is beyond the 

s of the citizens and private businesses of the District of Colum- 
to significantly increase the amount of money being paid in local 
While we have had numerous conferences with the Commissioners 

d District of Columbia officials aimed at reducing or holding 
District of Columbia government costs we cannot be too optimistic 

that will or can be done. 

On the contrary, inflation and the costs of dealing with congestion 
seem surely to forecast increased costs. In view of the trend and 

ctors just recited, it appears to us that our Nation’s Capital is now 

the point where there will continue to be almost annual fiscal prob- 
ms and crises until and unless the United States Government in- 
creases its payment to more nearly reflect its responsibility to its 

Capital City. 

With respect to the other levies proposed by the Commissioners, 

holie beverages, beer, communications, admissions, there are 
any serious problems. Each of these commodities or services are 
lready heavily taxed under Federal law. 

In every case, to increase the tax creates some competitive prob- 

ms. We have searched all available sources of revenue and in our 

dgment we always come back to the justice and necessity of a sub- 
stantial increase in the payment to be made toward District operations 
the Federal Government. 

Unless this is granted these other recommended sources will prob- 
ably have to be utilized. We agree that these proposed taxes prob- 
ably can be levied if they must, with the least damage to the economy 
of the community and the least hardship on our residents. 

One word about the real-estate tax. We have been anxious as have 
been the members of this committee to secure at the earliest practical 

the accurate new assessment of real property in the District to 
bring it more nearly in line with current values. 

Such assessment is now in process. We foresee that when com- 
pleted it will result in very substantial additional levies against real 
property. Under those circumstances we prefer to see no increase 
in the $2.20 rate now in effect. 

It is recognized that some increase may be absolutely necessary 
to balance the budget this year and since the Commissioners have it 
within their power to establish the rate on real estate we recommend 
that the committee and the Congress refrain from establishing the 
rate by legislation, so that the Commissioners may establish that 
rate with the smallest possible increase at a later date when the 
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the 1957 budget. 


As James Bryce was quoted in the National Geographic mag 


in 1913: 





What vou want (in Washington) is to have 
from Maine, Texas, Florida, Arkansas, 





D. 





C. AND OTHER PURPOSES 


have completed action on the revenue program a 








a city which everyone who 


or Oregon can admire as being fir 
more beautiful than he had ever dreamed of before; something which mak: 
even more proud to be an American. 


Chairman Samira. Thank you, Mr. Baird. 
Senator Braue. I have no questions. 
Mr. Baird, permit me to say that you have ma 
very thoughtful, comprehensive statement of the problem that 
fronts the District, and confronts this committee, and the taxpa 
of the District. 
I do not know how many increases we have had in the last 15 y: 
but there have been a number of tax bills before the District ( 
mittees of the House and the Senate. 
Do you remember how many increases there have been on 


Mr. O’HaR 


estate alone? 


Mr. Barro. I think we can answer that question; can we 


Mr. Press? 


Mr. WitiiAM H. Press. It has gone from $1.50 to $2.20 in 
period of the last 10 or 12 years, in 10-cent jumps about every 


almost. 
Mr. Barro. 


Mr. O’HarRa. 


Yes. 


tax changes here, I have had some of these folks that work up | 
on the Hill, in clerk jobs, who are quite concerned about this. 
fact is, very much concerned about it. 
[ realize that the exemption which presently exists today is highe: 
generally than it is in the States. 


And, of course, this is quite a jump 
from a $4,000 exemption to each taxpayer to the $1,000 exemptior 
the head of a household, and then $500 for each dependent. 


m 


Mr. Baird, in connection with the proposed incon 


[ was happy at least to see you suggest that for each dependent 


should at least meet up with the exemption which is allowed unde: 


the Federal statute. 
Has your committee, or have the Commissioners so far as 


know in working up this new tax bill at all consulted with your 


/ 


called Tax Commission, which is comprised of three members, I think 


Judge Morgan is one of the members of the Commission (he is o! 
the Tax Court) and two other members whose names I am not familiar 
with, who are members of the committee representing the District 


of Columbia. 


The States all have these same type of commissions which meet and 


usually at the annual meeting of the American Bar. I 


my own State of Minnesota we have a very excellent commission 


know 


which works on these meetings and they try to get a uniformity. 

You have compared, I note in your table A, the tax situation whi 
exists. Does that refer to the new proposed tax and the payment! 
which would be made under those categories? 


Mr. Barro. Yes, that is correct. 
Mr. O’Hara. Of course, that is not a comparison under the prese! 


law, is it? 
Mr. Batrp. 


No. 
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\fr. O'Hara. The present law would be considerably lower? 
ir. Barrp. Yes. 
\ir. O'Hara. Of course—— 


Barrp. That would be the impact of the exemptions in that 


Mir. O'Hara. I am looking at your exhibit A—this would boost 

income tax higher than in ‘Montgomery and Prince George 

‘9 — in Maryland and higher than “Arlington, Alexandria, Falls 
but not quite as high as Fairfax. 

Mr. ‘Sue That is right. 

Mr. O’Hara. On the married man with 2 children, income $5,000, 
of course, it is true that the resident of the District of Columbia, 

uld pay some taxes—for example I am thinking of sales taxes and 
‘ther taxes here—that the residents, particularly of Virginia, would 
not t pay is that not true? 

Barrp. If the purchases were made in Virginia. 

Me O’Hara. It might be somewhat comparative to the sales tax 
in Marvland, or somewhat similar, anyway? 

\[r. Barro. Yes. 

\ir. O'Hara. There is no question if the taxes on these peoples’ 

comes and their real estate keeps being raised what is going to 

appen, they are going to move to some other place. ‘That is very 
nite 

\ir. Barro. That is our great fear, sir, and that is what we are 

ling the effects of every month really. You are losing people from 

e District, able to pay taxes. We are losing them to the adjoining 

ounties. 

Mr. O’Hara. Well, getting back to my concern over the Maryland 

ituation and the Virginia situation as a comparative situation, cer- 

nly on the tax on real estate how do we compare? Do you know, 
Mr. Baird? Are there homestead exemptions? Is not our rate in the 
District figured on a higher basis of valuation than in Virginia and 
Maryland? 

Mr. Barrp. I think we can answer that. There is a differential as 
between the one type of assessment and another which makes it very 
difficult. 

Mr. O’Hara. It makes a lot of difference in the amount of tax they 
pay: 

Mr. Barrp. Yes. 

Mr. O’Hara. That is the problem we run into here in the District. 
We run into people from 48 States when we get on the floor. Some of 
them which have only a 25 percent assessment or 40 percent assess- 
ment or 50 percent assessment. 

Mr. Barro. Right. 

Mr. O'Hara. I see Mr. Martin sitting here. 

On what basis, Mr. Martin, if I may ask, Chairman Smith, do we 
pay here on the assessed value of real estate? 

Mr. Martin. We think that our overall assessment would repre- 
sent a ratio of assessment to market value of something approximately 
60 percent. That is taking all types of property, business, and resi- 
dential properties. 

Mr. O’Hara. I probably interrupted you, Mr. Baird, in connection 
with the differential which you spoke about. 
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Mr. Barrp. I was just saying in general that you can’t judge you 
tax rate in one jurisdiction with that in another because of th, 
assessment. 

If we are assessing up to 60 percent, and in another jurisdiction it js 
50 or 40 percent, you don’t get the true difference in taxation as 
between one place and another. 

I think that in large measure our properties here are assessed at a 
lower figure than they will be in another year or so, because of the 
reassessment. 

In other words, the reassessment will put them on a more realist 
basis than they are now. I know that many properties in Georgetown 
and older sections of the city are on the same basis as they were 
25 years ago. 

That is all to be brought up. That is all going to add to the tax 
burden to the local residents. 

Mr. O’Hara. Also add to the taxable income. 

Mr. Bartrp. Yes, sir. Many of our proposals are as the result of that 
situation. I mean by that, we are being crowded to the point where 
we do not know where else to go for revenue, except to the Federal 
Government. 

Mr. O’Hara. I noticed in the proposal of the Commissioners that 
we are being asked to tax telephone bills and all of that sort of thing. 

Mr. Batrp. Yes. 

Mr. O’Hara. I went along with taxing gas and electricity bills. 

Mr. Barrp. Yes. 

Mr. O’Hara. So we are getting down to a war level here where 
usually we are being asked, and are asked now, to impose taxes that 
were imposed during wartime on these commodities or utilities, which 
makes our job just a little bit more unpleasant each day, I assure you. 

Mr. Barrp. Because we are running out of sources for revenue to 
meet the increasing burden of running the District. That is why we 
appeal with so much sincerity for a realistic contribution from the 
Federal Government. 

Mr. O’Hara. Mr. Baird, you are talking to rather sympathetic 
ears generally because I think this committee, generally with almost 
unanimity fought for an increase of this Federal contribution. 

Chairman Smirx. We got it in the legislation. 

Mr. O’Hara. In Appropriations is where we have had our trouble. 
If you have any power of exercising influence we would be happy to 
have you help in that regard. 

Mr. Batrrp. I will leave that to you, I am sure. 

Mr. O’Hara. Thai is all, Mr. Chairman. 

Chairman Smita. I am not so sure about that, Mr. Baird. These 
people up here in Congress are pretty fair, if you can get their attention. 
Very few of them pay much attention to what goes on about the 
District of Columbia. 

Somebody gets up and yells, “You are giving this town $20 million 
when you do not give my town anything.” 

I think if some of you businessmen who know Members of Congress 
would, as you get the opportunity, talk to them about the real prob- 
lem here and why Government ought to contribute to this, it would 
help. 

A striking example is what happened last year. The reason we are 
here today is that the Commissioners made out their budget. We 
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1a contract with the Federal Government under the act authorizing 
2) million—they would contribute that much. 

They cut that down to $16 million in the House and restored it to 
¢18 million in conferences. And then, after all that was done and 
very thing was worked out, the Congress very nonchalantly gave $8 
million increase in salaries which may have been a fine thing to do, 
but they did not make any provision to pay for it. 

\{r. Barro. No. 

Chairman SmituH. That is the problem that we are up against. Mr. 
Q’Hara and I and the rest of this committee fought shoulder to 
shoulder on this thing for years, but we have real difficulty in impress- 
i¢ Members of Congress. 

[ think some of you folks in Washington could probably help some. 

Mr. Barrp. We would be entirely at your disposal. We would do 
ee in the world proper to do to bring it to the attention of those 

10 should be informed of it. 

" ‘hairman SaitH. They just do not really take the time to under- 
stand what the situation is. 

Mr. Batrp. Most sincerely even with the increase to $22 million 
ve do not think we are bringing fairly or properly considerations to 
the view of considering the increased cost of operations of the District 
in which the Federal Government has a big stake. 

Senator Brau. I concur with what you said. 

Mr. AuuEeN. I notice on page 3 of your statement, you express the 
fear of raising the sales tax because it would put prices in the District 
out of line with those in the neighboring areas. Do you have any 
evidence that you can rely on that the difference in sales tax would 
change the buying habits of the people concerned? 

Mr. Barap. We had a good deal of testimony from members of 
the Board of Trade who are merchants and represent businesses of 
one kind or another, indicating that people would go to some lengths 
to buy in Virginia or in Maryland if there is a comparable situation. 

And that would apply to gasoline or cigarettes and to merchandise 
where they can save taxes by buying it in a foreign jurisdiction. 

Mr. O’Hara. Mr. Baird, in that connection I was curious to know 
whether you made any inquiry of these grocery stores, both the large 
and the small, as to whether there was any falling off of their business 
after the tax on the groceries was imposed. 

I would be interested in that if you had any comment to make on it, 

Mr. Barro. I do not know that we have any specific report to 
make on that except from the general conversations had at these 
open meetings in which these representatives of chainstores seemed 
to feel that they were being directly hurt and injured by an increase 
in the sales tax. 

Frankly, from any standpoint, it would be desirable to recom- 
mend an increase in the sales tax because that brings in real revenue, 
but until Maryland and Virginia are on more of a parity with us the 
merchants, who are unanimous in their opinion, feel it would hurt 
their business here and that in turn would hurt the revenues of the 
District in their ability to pay income tax. 

Chairman Smirx. You speak of the 3-percent tax; do you not? 

Mr. Barro. Yes. 

Chairman Smiru. There is a wide spread there, Virginia having 
none and the District having 3 percent. 
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Mr. O’Hara. I was speaking of the 2-percent sales tax. 

Mr. Barrp. Well, yes. 

Mr. O’Hara. I am speaking of the present existing 2-percent sales 
tax. 

Mr. Batrp. Do you have anything on that, Mr. Press? Do you ha 
any actual figures? 


STATEMENT OF COL. WILLIAM H. PRESS, EXECUTIVE VICE 
PRESIDENT, WASHINGTON BOARD OF TRADE 


Mr. Press. I am Col. William H. Press, executive vice president 
of Washington Board of Trade. 

We had a number of food men and grocery men that have discussed 
this matter with us, and they advised us that there has been a rath r 
significant shift of food sales in some parts of the District, particularly 
those parts adjacent to Maryland. 

With the old pattern of grocery buying I do not believe it would be 
effective, but nowadays with these Giant stores, and supermarkets, 
the average family goes to those once or twice a week and buys $1 
or $20 or $25 worth of groceries, and when you add that sales tax on 
that, it might amount to 25 or 50 cents and that is where many people 
begin to look at that and will, if they are handy to Maryland and the 
Virginia areas, duck across an extra few blocks and buy where they 
save that tax. 

Mr. ALLEN. That brings me to the question that I was going to ask. 
Safeway, for example, is on both sides of the Maryland- District line. 
I do not know how close they get to Virginia. 

Do they have a different scale of prices in their District stores than 
in their Maryland stores’ 

Mr. Press. No; the chainstores on some items which are fair- 
trade did have a different scale, the District of Columbia not being 
a fair-trade jurisdiction. 

Mr. Auten. How about a store hke Safeway which has new stores 
and beautiful markets in a variety of places that are very close to 
the line? 

Mr. Press. I would say——— 

Mr. Auuen. They do advertising largely in Washington papers. 

Mr. Press. I would say that prices of all chainstores are the 
same in all jurisdictions, except in the case of being limited only to 
items where they are fair-traded and might sell them cheaper in the 
District than in other places. 

Mr. Atuen. What percentage of groceries do the chainstores 
handle? 

Mr. Press. A very high percentage. I can’t give you a figure 
but it is very high. The small mdependent grocer is rapidly dis- 
appearing. 

Mr. AuueNn. I rather regret the statements made here because 
we do not have the same opinion. I always thought that the sales 
tax was one of the few taxes that hit everybody almost the minute 
they walked into the District. 
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So far as my California friends are concerned, it is the only one 
they ever pay around here. 

\fr. Barrp. We agree with you on that. 

Mr. Auten. That brings in an immediate revenue. 

\ir. Barrp. We agree with you completely and it will bring in a 

ery handsome revenue. 

If we could adopt these changes in the sales tax, but our organiza- 
tion that we are representing here, in effect, the merchants in general 
of all sorts of business, are violently opposed to it on the grounds 
that it would further circumscribe their sales within the District and 
they would go to Virginia and Maryland. 

\ir. ALLEN. Have you anyway of telling whether their feeling is 
on the basis of what they are afraid will happen or on the basis of 
experience of what has already happened? 

Rm Bartrp. That would be a difficult question to answer. I think 

iey did feel that what has already happened, did them no good. 

nn other words, it certainly will retard the normal erowth of their 
business within the District, and they feel by doubling that, as you 
would in this case, it would thus give them a killing blow. 

That is the way the merchants seem to feel. 

Mr. Auuun. I would be inclined to agree with them on things such 
as automobiles and furniture where 1 percent might run into $30, 
$40 on a single sale, but on the ordinary grocery item, where it takes 
a whole lot of carrying to take away $20 in a single purchase, 1 per- 
cent would not be very much. 

Chairman Samira. You would be surprised. 

Mr. O’Hara. You do not shop very often. 

Mr. Aten. I shop at 1 o’clock every Saturday and I do the carry- 
ing. I notice them as they go through the cash register down there, 
and an $18 and $20 purchase is about as high as they get, sometimes 
$30. 

Mr. Barro. That is 40 or 50 cents. 

Mr. ALLEN. That is true. 

Mr. Barro. That is real money. 

Mr. Auten. You do not travel more than a few miles to save 30 
cents—you do not do that. 

Mr. Barrp. So often the family is out riding, just as apt to be in 
Maryland or Virginia, just as easy to stop and buy at the shop close 
to them in Virginia and save 50 cents. That is movie money. 

Mr. Auten. That is the supposition, but my own opinion is that 
these buying habits are so fixed that you can go to the same store and 
meet the same people at 2 o’clock on Saturday that you saw the week 
before. 

[ think much of this is fear of a loss that has not occurred. 

Mr. Barrp. You may be absolutely right but so far as we are 
concerned we are instructed on behalf of the merchant membership 
to say that they are opposed to this. 

Mr. Auuten. Thank you, Mr. Baird. 

Chairman Smita. Thank you very much, Mr. Baird. 

Mr. Barrp. Thank you, Mr. Chairman. 

Chairman Smirx. Mr. Bry lawski, of the Warner Theater. 
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STATEMENT OF A. JULIAN BRYLAWSKI, PRESIDENT, MOTION 


PICTURE THEATER OWNERS OF METROPOLITAN AREA, DIS. 
TRICT OF COLUMBIA 


Mr. Brytawski. Gentlemen, I am appearing before you as president 
of the Motion Picture Theater Owners of W ashington, in opposition 
to the proposed tax on admissions, title V, page 43, and amusements, 
particularly tickets of admission to motion-picture theaters, and to 
the inclusion of film rentals on motion-picture film, title 11, pages 32 
and 35 

B The motion-picture theaters of Washington have no desire to 
escape their proper share of the cost of the services received from our 
most excellent District government; and, of course, could not escape 
them, if they felt otherwise. 

(a) If the real-estate tax goes up, if the personal-property tax goes 
up, and I am afraid they will, if any tax rate goes up, we will pay 
our share of it willingly, but we do not wish to be singled out for any 
special tax, especially if this tax would be imposed on an industry 
that is literally and actuaily fighting for survival at this time. 

As of August 1, 1954, the last date on which we have figures, some 
6,280 theaters in the United States have closed, and nearly 1,000 
more of these theaters in the United States would have been closed if 
the Congress had not removed the excise tax on Federal admissions 
up to 50 cents, and halved the excise tax on admission tickets above 
that figure. 

This relief by the last Congress came about by reason of a realistic 
campaign of education as to the ills of the industry, and the necessity 
of its survival. 

We are hopeful that the Congress will remove the Federal excise tax 
on all admission in the near future. 

It is significant to note that only one theater has been built in 
Washington in the last 5 years; while some 10 or 12 have closed: 
Senate, Carolina, Staunton, Grand, Empress, Criterion, Home Strand, 
Cameo, Milo, Fairlawn. 

‘aced with the terrific competition of television, night baseball, 
football, racing, and other sports, the motion-picture industry is really 
surviving only by the skin of its teeth. Any additional expense, no 
matter how small, may be the straw that breaks the camel’s back. 

The flight to the suburbs of our best paying customers as evidenced 
by the building of 13 large modern theaters as well as 12 drive-in 
theaters, all outside the District, has immeasurably weakened the 
District theatrical position. 

We submit that the motion-picture industry of the District of 
Columbia cannot stand these additional expenses. 

They cannot be passed on to the consumer, as admissions to motion 
pictures today are too high, and we have found through sad experience 
that any increase, no matter how small, is reflected in a lesser number 
of tickets being sold, and a lower gross at the box office. 

In the past 6 years theater admissions nationally have declined 44 
percent; theater grosses have declined 33 percent; and all this in the 
face of a 20-percent increase of admission prices, and since September 
1 of this year admissions are off in the District of Columbia by nearly 
30 percent. 
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! also wish to call the committee’s attention to the fact that the 
stimated revenue from the tax on admission, third line, page 6 of 
he bill, is estimated to raise revenue of $500,000; at 2 percent this 
would presuppose an admission gross of $25 million. 

| do not know the source of these figures, but I do know if you are 
figuring to get the major part of this revenue from the 56 motion- 
picture theaters of the District, the amount of revenues to be raised 
from this sources is greatly overstated. 

At the hearing the Commissioners held, I did not have any figures 
as to the actual amount of admissions at the present time. Since 
that time, we have those figures and, with your permission, I would 
ask Mr. Sindlinger, of Sindlinger’ s Reports, to report very briefly on 
that. 

There is another reason why we are concerned in this bill: Under 
the language of the proposed amendment of the District of Columbia 
sales and use tax, section 201 (6), the rentals of our films might also 
be taxed as rental of tangible personal property. 

I submit that the leasing of motion-picture films should be exempted 
from this category. Motion-picture films are only tangible personal 
property as to the value of the physical film itself, which we do not 
lease. 

We purchase from the producer of the picture a license to run the 
picture for a certain period at a certain time, and at a certain place. 

We get a license to exhibit a copyrighted work of art, a valuable 
privilege. The “tangible” personal property involved is merely the 
celluloid film which serves as a carrier for the production; its value 
is but a few cents and its lease value is too little to be computed. 

The principle of this valuation has many precedents. Films im- 
ported into the United States are not taxed on the literary value of the 
film, but only on the value of the stock on which they are printed. 

The literary value is indeterminable and never subject to customs. 

Even the District of Columbia in their personal tax imposts do not 
regard the subject matter on the film as taxable, but this is exactly 
what we lease and the inclusion of such a tax on film leasing would be 
an indefensible and pernicious precedent and of doubtful legal value. 

They tax it on the value of the cost of the making of the print 
which, as I said, is a very few cents per foot. But that is exactly 
what we lease. We lease the copyrighted material. 

[ would like to state that the subject of such film lease tax did not 
come up at the public hearing the Commissioners had on this pro- 
posed legislation. Perhaps it was not the intention to tax film rental. 
If so, the language of this section should spell out clearly this exemp- 
tion. 

| ask that the proper language be inserted in the bill to exempt 
the leasing of works of wart and copyrighted material. 

Chairman Smrrxa. Thank you. 

Mr. Brytawskr. Thank you. 

[ would like, if I may, Mr. Chairman—we listed the name of Mr. 
George Gauhn, who is the secretary of the Theater Owners of America, 
to appear at this meeting. In his place, I would like to substitute 
Mr. Al Sindlinger of Sindlinger’s Reports, a national research organ- 
ization, who has gone into a complete study of the motion picture 
industry and recently has made a study of the District of Columbia. 

Could I have him for a few moments? 
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Chairman Smitu. Yes. We have a lot of people that want to | 
heard. 

You heard Mr. Brylawski’s statement. Was it the intentio; 
Mr. Spencer, to tax the film? 

Mr. Spencer. I was just checking with Mr. Martin, Mr. Chair- 
man, and the language of that section is broadly drafted to cover 
all rentals of personal property, and I believe it was the intention to 
tax film rentals. 

But we will check that a little bit further. 

Chairman SmitrH. I wish you would and bring it out in the test 
mony in the executive session. 


STATEMENT OF ALBERT SINDLINGER, PRESIDENT, SINDLINGER 
& CO., STATISTICAL ANALYSIS ANALYSTS 


Mr. Sinpiincer. My name is Albert Sindlinger, and I am presi- 
dent of Sindlinger & Co., statistical analysis analysts and we do en- 
tertainment research for television and motion picture. I will kee; 
my remarks very brief. 

I have just two points that I’d like to report to you. 

The first point is that the conditions in the motion-picture industry 
are not good, unfortunately. Nationally, during the last quarter of 
1955, the attendance in gross of all theaters in the United States was 
down about 15.2 percent. 

The attendance in gross declined in the District of Columbia, since 
the first of October in the last quarter of 1955, 21.7 percent. 

This is the first time in about 9 years that any quarter has been 
that far behind a previous quarter. 

The second point that I want to make is that based upon the esti- 
mates that I have seen that this tax would bring half a million dol- 
lars, that would presuppose that the admission gross or grossable tax 
would be about $25 million in the District of Columbia. 

From the information that I have, this figure is about twice what 
I think it would produce for this reason: The gross of the 1956 
theaters in the District of Columbia for 1955, was between $6.7 
million and $7 million. 

We have done considerable tax work in the New York City tax 
and Philadelphia tax and we did statistical work for the Federal tax 
and it is inconceivable to say that the theater gross in the District 
of Columbia is equal to half of the other gross of all other amusements. 

On the basis of a maximum of the $7 million a year gross at 2 per- 
cent, the theaters would contribute about $14 million, if they con- 
tributed half of the tax. 

Therefore, your income would be $280,000 instead of $500,000. | 
think the more proper ratio is that the theaters in Washington con- 
tributed about 75 percent of the tax or contribute about 75 percent 
of the gross, which would leave all of the other items in the bill at 
25 percent, and this would make the total taxable admission at about 
10.7 million or an income from the tax of about $214,000 rather than 
half a million dollars. 

That is briefly what I have to say. 

Chairman Smita. Thank you very much. 

Is Mr. Coyne here? Does he wish to testify. 

He is counsel for Motion Pictures. Did you wish to be heard? 
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STATEMENT OF ROBERT W. COYNE, COUNSEL FOR MOTION 
PICTURE INDUSTRY 


Mr. Coyne. Very briefly, sir, I just wanted to add this: I appre- 

ite your courtesy in hearing me. 

[ think that the move to tax admission in the District of Columbia 
s a little bit of a reversal on the part of Congress. I say that in a 
most complimentary way because Congress has been virtually the 
protector of the motion- -pic ture industry “for the past 2 years 
- When we came to you 3 years ago we were in extremis, ‘and you 
went to extraordinary lengths to help us out. 

On my part so as not to encroach on your time, it is me rely to 
remind you of the studies that you made at home and in this city as 

result of which you granted us relief and I earnestly plead that 

‘ou take no portion of that aw ay. 

Thank you very much. 

Chairman Smiru. Is Mr. Gauhn here, of the Theater Owners of 
\{merica? 

(Not present.) 

Chairman SmiruH. Mr. James Rogers. 


STATEMENT OF JAMES ROGERS, REPRESENTING HOME AND 
SCHOOL ASSOCIATION OF HARDY ELEMENTARY SCHOOL, 
WASHINGTON, D. C. 


Mr. Rocrers. Mr. Chairman and members of the committee, I 
appear in behalf of the Home and School Association of Hardy 


Elementary School, Foxhall Road and Q Street NW. 

Because of the shortage of elementary teachers in the District, we 
iave no fourth-grade teacher at Hardy School. Instead, fourth- and 
fifth-grade children are taught together in 1 room under 1 teacher. 

Fifth- and sixth-grade children are combined under one teacher in 
another classroom. We also have a room in which first- and second- 
crade pupils are combined. Similar situations exist in most other 
District elementary schools. 

This is not adequate education. As a direct result of this situation, 
several families have withdrawn their children from Hardy School. 
[ am sure that any of you gentlemen, if you had children in our school, 
would be tempted to do the same. 

We think it is shameful that a condition of this kind exists in the 
Nation’s Capital. 

The situation can be remedied quickly. It can be remedied with 
money. 

We, as parents and taxpayers, are ready to do our part. We shall 
support enthusiastically any tax program necessary to provide 
sufficiency of teachers for the public schools of the District of Colum- 
bia. We urge you to enact such a program. 

Thank you. 

Mr. O’Hara. You say you have no fourth-grade teachers at your 
school. How many grades in the school? 

Mr. Rogers. The usual complement, kindergarten and six grades. 

Mr. O'Hara. What are they doing in lieu of having the teacher for 
the fourth grade? 
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Mr. Rocrrs. Well, that was the reason for combining these clags- 
rooms, fourth and fifth in one room. 

Mr. O’Hara. How many pupils in the combination? 

Mr. Roacers. I think there is 1 room with 45. It runs about 
I think, to a room. © 


Mr. O’Hara. Thank you. 

Chairman SmitrH. What section of the city is that in? 

Mr. O’Hara. Foxhall Road and Que Streets, just west of George- 
town University. 

Chairman SmirH. Thank you. 

Mr. Rocrrs. Thank you. 

Chairman Sarr. | have the name here of Mr. Chamberlain of the 
Democratic central committee. Will you identify yourself for the 
record. 





‘ 
if) 


STATEMENT OF CULVER CHAMBERLAIN, REPRESENTING CLN- 
TRAL DEMOCRATIC COMMITTEE, DISTRICT OF COLUMB/a 


Mr. CHAMBERLAIN. I am an attorney, and recently in the District, 
but this afternoon I am speaking on behalf of the Central Democrati 
Committee for the District of Columbia. 

I do not have a prepared statement nor do I desire to take a great 
deal of the committee’s time. 

I do desire, however, to state the central committee’s view of the 
proposed revenue bill. 

Briefly, we feel that there are too many ‘tems in this tax bill that 
are designed to place a further burden on those who are least able 
to meet additional economic burdens, and we refer particularly to 
such items as the sales tax which we understand would be applied to 
groceries and various other items. 

We believe that this tax tends to fall too heavily on the least able 
to afford this additional tax burden. 

The same observation would apply to increasing the base on income 
tax. Certainly, in the lower income brackets, if necessary to increase 
the income tax, we feel that the burden should be placed to a greater 
extent on those of higher income rather than unduly increasing it on 
the lower income brackets, and we do not feel that the $1,000 exemp- 
tion for a single person, nor $2,000 for the head of the family with 
additional allowances for children is suitable to avoid the dilemma 
that we contemplate. 

With regard to the other taxes that are suggested as would apply 
to such things as admission, additional tax on beverages and other 
things of a luxury nature, whereas we deplore those, we feel less 
interest in those than in additional taxation on necessities. 

Because, after all, they may be avoided in the case of low-income 
people. 

In short, we feel that, along with other witnesses here, that the 
District is already being taxed to a very heavy extent, and we urge 
very earnestly, notwithstanding the difficulties that I realize that 
you gentlemen of the committee are faced with, that the Federal 
Government make a substantially larger contribution to the financial 
situation of the District than is presently being done and suggest 
something in the neighborhood of $40 or $50 million, however legis- 
latively difficult, if not impossible that may be, be considered rather 
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an placing nuisance taxes and additional burdens on the lower 

ome persons. 

Thank you very much. 

Mr. O'Hara. I would like to say one thing: I do not say it faceti- 

isilv at all. I do not say it in a partisan sense. 

The majority of the House are made up of Democrats. 

Mr. CHAMBERLAIN. I realize that. 

Mr. O'Hara. Influence them. I will certainly go along with you 

increasing that Federal part. 

\ir. CHAMBERLAIN. Of course, you know after we get a little more 
leverage politically around here, possibly we will be in a position 
o do that more effectively. 

Mr. O'Hara. I may be out of here before then. 

Mr. CHAMBERLAIN. I trust not. 

Chairman Samira. Mrs. John L. Steele. Mrs. Steele is chairman of 

ie Area Council 6 of the District of Columbia Congress of Parents 

d Teachers. 

Your address? 


STATEMENT OF MRS. JOHN STEELE, CHAIRMAN, AREA COUNCIL 
6 OF THE DISTRICT OF COLUMBIA, CONGRESS OF PARENTS 
AND TEACHERS 


Mrs. STEELE. 3100 Newark Street, NW., Washington, D. C. 

Area Council 6 of the District of Columbia Congress of Parents and 
Teachers is composed of the following schools; Adams, Cooke, Eaton, 
Gordon Grant, Fillmore, Francis, Hearst, Jackson, Janney, Key, 


Mann, Morgan, Oyster, Stevens, Stoddert, and Sumner, The member- 
ship totals about 5,574 parents and teachers. 

At this time we must go on record as realizing the District of 
Columbia is under obligation to meet the salary raises incurred last 
spring. As a group we “strongly supported the improved salary scale 
for District public-school teachers. 

However, at this moment, we are unable to lend unquestioned 
support to ‘the revenue program presented to you by the Commis- 
sioners January 11 until we have some interpretation of its significance 
to the schools. 

We would, of course, like part of the present deficit and greatest 
school needs to be covered by a restudy of the 1957 budget and a sub- 
stantially increased and therefore fairer Federal payment to the 
District of Columbia. 

We are glad very much that you are for that. 

In addition to all the reason for an increased annual payment pre- 
sented to you by Commissioner Spencer is this particular school 
consideration—the fact that a large number of pupils in District 
schools are children of Federal employees who claim residence else- 
where and pay no taxes in support of the school system. 

Our reluctance to give approval partly stems from the fact that the 
previous tax increase accompanying the public works program has 
thus far been of no benefit to the schools. The allotted funds over the 


10-year period are inadequate to meet even the basic needs for school 
construction. 
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In the 1956 budget—the first of the public works programs, the 
$3,747,000 allotted for school construction was less than budgeted ji 
5 of the previous 9 years. 

We do look with some hope at the fact that we are included in th, 
Federal aid bill. Also a bond issue could greatly assist us because we 
need 463 new classrooms by 1960. 

However, confronted with tax increases it is the complete lack of 
clearly accepting, carefully and constructively facing this extreme need 
of a program for hiring teachers at every schoo] level that is most 
intolerable to us. 

To put it to you as briefly as possible at this time, nearly half the 
city’s elementary classes top 36 pupils—36 pupils is too much for 
elementary classes —272 classes being over 40; overlarge by a gre: 
degree to meet just the educations] requirements of these children. 

In the course of a 3-year program we should hire more than 489 
teachers to reduce these classes to the more acceptable, educationally, 
and workable 30 pupils. 

The straight academic classes (English, math, history, science) in 
our high schools are overlarge to a point Dr. Carl F. Hansen, assistant 
superintendent in charge of high schools has called endangering the 
educational program. There will be people following me with bett 
statistics on that than I have. 

Add to this the fact that our secondary schools are earnestly en- 
deavoring to help children with the most varying capacities and back- 
grounds realize their best potentialities. 

In their report for the White House Conference on Education the 
committee reviewing the situation in the District of Columbia stated: 

The total number of children adversely affected by excessively large classes 
runs into thousands. * * * Statistics provided indicate that it constitutes a sizab! 
portion of the total school population. 

And we have seen some of these adverse results in the citywide tests 
last spring where pupils failed to meet the national standards in read- 
ing, spelling, arithmetic, and social studies. 

So serious were these results that a very much enlarged remedial 
program is called for at the secondary level. 

With all this in mind we must also prepare for expansion in the 
school population from the present 107,000 to 116,000 by 1960. 
We must have teachers. The obvious consequences of leaving this 
need unsolved are yearly shortages of teachers and crisis in the schools 
with the resulting poor accomplishment, increased juvenile delin- 
quency, diminished civic responsibility, slackened economic enter- 
prise, an undesirable place in which to live. 

If we face a program of tax increases it must have significance to 
the schools, especially in regard to a program for hiring teachers. 

Following a careful study of the 1957 budget we will accept our 
responsibility for this need in expectation and confidence that the 
justified increase in the Federal payment to the District of Columbia 
will also be met. 

So we are in a position of we don’t want to pay more taxes but we 
actually think that a city decays faster with poor schools. 

Chairman Smita. Thank you very much. 

Mrs. Streets. Could I leave these with you, which explains a little 
bit of our school situation? 
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These are reprints of four very excellent editorials from the Wash- 
neton Post. 

Chairman Smirx. Thank you. 

Mr. Andrew Rice, District of Columbia American Veterans Com- 
mittee. Is he present? 

No response.) 

Chairman Samir. Mr. Scott Kirkpatrick. 

No response. ) 

Chairman Smirxa. Mrs. Gertrude Evans, Progressive Party of the 
District. 

Mr. O’Hara. I have to keep an appointment. I will read your 
statement, but I do have to go now and I wanted to tell you that. 

Mrs. Evans. Thank you very much. 


STATEMENT OF MRS. GERTRUDE EVANS, EXECUTIVE SECRETARY, 
PROGRESSIVE PARTY OF THE DISTRICT OF COLUMBIA 


Mrs. Evans. The Progressive Party of the District of Columbia 
desires to point out that much consideration must be given to the need 
for increased facilities in the various departments so as to meet the 
needs of the people of the District. Every year we are obliged to send 
our children to overcrowded and understaffed schools, inadequate 
recreational facilities, etc. 

We support the requests of the variovs departments in order that 
adequate service may be rendered to the people of the District. 
There is a direct connection between the inadequacies of the schools, 
the recreational facilities, our social agencies and the number of 
delinquents in the District. 

The Progressive Party supports the requests of the various depart- 
ments. It is necessary that the city meet its obligations to the people 
and put an end to the shameful practice of making economies at the 
expense of the people—the aged, the voung, the delinquent and the 
dependent, the school childret On, and all the false economies that are 
taking their toll of human life. 

We support the plan to hire more assessors to revaluate the real- 
estate property. We note that this work has already begun. We 
also urge that the $2 million be restored to the amount contributed 
by the Federal Government. More should be contributed, the $2 
million more, $2,200,000 now asked by the Commissioners. 

We have always urged that as the Government is the largest 
property owner in the District, it is only fair that the Federal contri- 
bution be equal to the amount of the federally owned property now 
exempt from taxation. 

It should be pointed out that the tax-exempt institutions and 
property owned by foreign governments reduce the revenue of the 
District. This should be borne by the Nation as a whole, not by the 
District alone. Long-term bonds should be issued as is customary 
in other municipalities. 

We are opposed to increasing the sales tax which is already a burden 
on those least able to pay—the low-income groups. This especially 
applies to the Negro people who usually are the lowest paid workers. 

The public works program passed last year was and is of great 
importance to the District. We urge that it be continued. Thus 
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public improvements may be continued and the Nation’s Capital he 
a source of pride to the city and the Nation. 

We urge consideration for the plaw of appropriating $3,325,000 in 
connection with the Federal Government appropriation on a loan of 
$275,000 to clean up the Potomac River. The present disgracefu] 
situation was pointed out in a series of articles in the Washington Post. 

We now desire to make some specific recommendations on individual] 
items in the budget. 

The situation in the schools is alarming. Elementary classes are 
a real disgrace. In some schools, that is, most of them, the classes 
are about 40 or more pupils, when the size should be 30. 

In some instances there are at least two grades for the same teacher, 
This is appalling and a real disgrace in the Nation’s Capital. 

We demand that enough teachers be hired at once to relieve this 
situation. Imagine the damage done to the children, the future 
citizens of our city. It is also hard and unfair to the teachers. 

One principal said: 





It means shoving my teachers up or down. 
Another said: 


I spent 3 weeks organizing my children into working groups. Now I have a 
class with no teacher. They should have known this long ago. Even my play- 
ground schedule is wrecked. 

The reason for this shortage is apparent. Large numbers of first- 
graders and the kindergarteners poured into the many schools, taxing 
them beyond normal capacity and requiring emergency space. 

The Washington Post on September 20, 1955, stated: 

School enrollment figures become unbelievable every year. The annual increase 
in the school population now is greater than it was in the entire decade in the 
thirties, and the biggest increases are still several years away. 

The Evening Star, on September 15, 1955 states: 

Despite the efforts of school officials to allay public consternation over the 
unexpected teacher shortage in the elementary schools, the fact remains that the 
new term was incorrectly estimated. 

The school board has asked for 500 teachers over the next 3 years 
We proposed most emphatically that the teachers should be hired at 
once so that this deplorable situation be alleviated. 

Special classes for retarded children are needed because these 
children cannot learn in the regular classroom and they take the atten- 
tion of the regular teacbers from normal children. 

We support the request for additional clerical positions so that 
teachers will not be obliged to do this work. 


ACHIEVEMENT TESTS 


Junior high school students were given achievement tests last year 
and the results compared with other areas in the United States. It 
was found that our children averaged below the national level. 
Dr. Corning said he was not alarmed by this, that they measure each 
child’s progress against his own abilities. 

In other words, he was saying, that our children are less intelligent, 
less able, more stupid, than other children elsewhere in the country. 

This is just not true. The problem is that our children have not 
been properly taught the fundamentals of reading, writing, arith- 
metic, et cetera, in the elementary schools. 
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If they cannot read, they cannot begin to master any of the other 
:|ills or information which they must read in order to learn. 

In other words, achievement is largely a product of reading compre- 

ension by the time the children enter junior high school. To say 
that they do not reflect the ability of children is all wrong. They 
do, if we say that a child has low ability, then we do not expect much 
ogress from him. 
~ We do not teach our children to read or write. Then we test them 
on reading and writing comprehension. We then measure each 

hild’s progress not in terms of what children of that age should be 

accomplishing but in terms of his own accomplishment based on our 
low grading of his intelligence to begin with. We rate them low in 
ability, and then say we are getting all we can out of them in terms 
of that low ability. 

The answer is, we think, as to why the children are rated low, is 
because we have huge classes, have had a dual school system, combined 
crades, old unattractive schools, underpaid teachers, et cetera. The 
principal reason is that the education of the Negro children has been 
sadly neglected; no one seemed to care whether they learned any- 
thing or not. 

WELFARE 


We support the request of the Welfare Department for new buildings 
and 298 new staff members. Also the construction of new buildings 
at the Childrens Center at Laurel. 

At present there is a long waiting list of children for commitment 
to the school. Now this is a great risk to the community, because 


there are no beds for them. Provision is needed to house 140 children 
between the ages of 6 and 10. Also for a detention unit to house 80 
feebleminded children who have need for more secure quarters because 
of additional behavior disorders or delinquencies. Thirty percent of 
the institution’s patients can be released under supervision to hold 
unskilled jobs. 

Furthermore, a request is made for $30,000 for residential treatment 
center to house about 50 emotionally disturbed children. 

We support the decision that welfare funds may be used to help 
support children of low-income families in their own homes. The 
present cost of supporting children in institutions is $150 monthly, 
while it is $45 in the foster homes. 

Under this plan more case workers are needed. Some of the 53 
social workers in the Child Welfare Division are responsible for as 
many as 95 families. 

Additional funds should be granted for public assistance. Last 
vear grants were 21 percent below the minimum necessary needed for 
a decent standard of living. This should be revised to grant an 
amount sufficient to provide for a decent standard of living. A larger 
grant is needed to carry on the work to its completion. 


HEALTH 


We support the requests for increased funds for the various services 
of the Health Department. The request for $8 million for District 
General Hospital should be granted. Much of the increase would be 
for 485 new jobs. More than half would be used to staff the new 
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tuberculosis building, psychiatric building, and to staff 10 new operat- 
ing rooms to be opened by January 1957. 

Also the $594,000 to pay private hospitals for caring for indig: 
patients. | 

Dr. Sleginer has also asked for $300,000, Freedman’s Hospital, 
to allow it to handle more city cases. Also capital outlays ar 
requested—the following items—a dormitory for interns and residents 
at District of Columbia General Hospital, plans for an obstetrics 
building and a gynecology building and equipment at Glen Dale 
Hospital and plans for three health centers. 

The Department also asked for an extra $212,943 for Glen Dale 
to keep up with progress in tuberculosis. The proposed plan calls 
for 82 jobs for— 





a stronger and reoriented program directed to the whole child—his physical, 
mental, and emotional well-being. 

We likewise support the request for the $60,000 to $80,000 to pay 
for the hospital to keep the amount collected from indigent patients 
hospitalized in other hospitals. Also the request that indigent 
patients be shifted from the overcrowded ward of District of Columbia 
General Hospital to private hospitals. 


SCHOOL HEALTH PROGRAM 





We support the request for $411,422 for a program for a stepped-up 
school health program. The budget states that such a program 
directed at the ‘whole child is urgently needed and long overdue.’’ 
It is aimed at dealing with communicable diseases within the schoo] 
system and a general appraisal of each child’s makeup accenting 
a system and would screen dental, vision, mental, and hearing defects. 

To carry out this program, 16 part-time physicians would be 
needed along with 87 public health nurses with a number of doctors, 
dentists, social workers, and psychologists. 


RECREATION 





We support the request of the Recreation Department for nine 
‘roving leaders” to work in the community with youngsters not 
reached by any agency, and the request for $2,412 to provide for part- 


time leadership for the Handicapped Children’s Day Camp, $33,030 
is requested for new salaries— 


in order to allow the Department to move into critical areas and effectively deal 
with the youth who are so urgently in need of such guidance. 

Also funds for building new recreation structures in six areas 
namely, Industrial Home School; Fort Reno; Carter-Woodson Junior 
High School; Luzon Playground; Hoover Playground; New York 
Avenue Playground; Dakota Avenue Playground. 

Also for improvements at Banneker Recreation Center; Forest Hills 
Play Center. 

The Department has also asked for funds to hire two more com- 
munity organizers at $4,080 a year, 18 recreation supervisors in addi- 
tion to the 9 roving leaders at $3,670 and 23 recreation leaders at 
$3,415, to keep up with expanding recreation facilities. 
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LIBRARIES 


We support the request for a $360,000 for a branch library in 
Washington Highlands area in Southeast Washington and $52,422 
to equip and operate the 2 new branch libraries being built under the 

blic works program. Also 7 new employees for these branch 
libraries, 2 clerical employees to run the new employees recognition 
program, 2 additional janitors, 1 each at the cost of $5,910. 

We urge that the members of this joint congressional committee 
consider these recommendations most seriously especially as the 
people of the District of Columbia are voteless. 

- With sufficient funds the departments would be able to function 
properly and render the proper services to the people instead of lagging 
behind. 

It is high time that human necessities be given full weight in de- 
termining the District budget. The damage being done to the school- 
children, the homeless and delinquent children, to patients at the 
District of Columbia General Hospital, the aged, because of shocking 
conditions—all these point to a civic emergency which must be faced 
squarely. 

We, therefore, repeat again that we urge this committee to recom- 
mend a realistic budget that will meet the need of the people. The 
Nation’s Capital should be an example to the rest of the Nation in 
terms of civic responsibility. 

Chairman Smita. Thank you. 

Mr. Edward Morris, secretary of the Federation of Citizens Associa- 
tion. 

No response.) 

Chairman Situ. George Hocker of the Associated Brewers. 

(No response.) 

Chairman Samira. Mr. Charles Conahue, Arlington Chapter of the 
ADA. 

(No response.) 

Chairman Smirx. Walter Mason of the A. F. of L. 

No response.) 

Chairman Smitru. George D. Riley. 

(No response.) 

Chairman Samira. Patrick Hays. 

(No response.) 

Chairman Samira. Philip Joran. 

(No response.) 

Chairman SmitH. Wilmer Balderson. 

Identify yourself for the record. 


STATEMENT OF WILMER H. BALDERSON, EXECUTIVE SECRETARY, 
LINEN SUPPLY INSTITUTE OF GREATER WASHINGTON 


Mr. Batperson. My name is Wilmer H. Balderson. I am execu- 
tive Secretary of the Linen Supply Institute of Greater Washington. 

Our purpose in appearing before you today is to request an amend- 
ment to the proposed amendments to the Sales Tax Act of the District 
of Columbia. 

Our amendment would have the effect of exempting the rental of 
laundered textiles, the essential part of which is the recurring service 
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of laundering or dry cleaning them, from the proposed amendments 
levying a tax on the rental of tangible personal property. 

In order for the committee to understand our reasons for requesting 
this amendment, we should like to explain briefly how a sales 
would affect our industry. 

The linen supply industry is one which is engaged in the business 
of renting laundered textiles to barber shops, beauty parlors, restau- 
rants, hotels and offices, including the House and Senate Office 
Buildings. 


Lax 


Our service is divided into two component parts: (1) Laundering 
textiles; and (2) renting textiles. Eighty percent of our sales price is 
for the service of laundering and 20 percent for the item furnished 

There is no tax on laundering and rightly so, because it is a repetitive 
service. A sales tax is already being paid by our industry on the 
textiles we place in service. 

Accordingly, I am sure the committee can see the injustice of th 
proposed tax on the rental of tangible personal property if allowed to 
apply to our industry. 

In this connection, we should like to point out to the committee 
that when the same type of legislation was pending before the Mary- 
land General Assembly, the legislators of the State of Maryland took 
cognizance of the inequities that would result from a sales tax on our 
services and provided for a specific exemption. 

You will find that section 320 (d) of the Maryland Retail Sales Tax 
Act, as amended, contains the following language: 

* * * Nothing in this subsection shall apply to the rental of textiles, the essential 
part of which includes the recurring service of laundering or cleaning thereof * * 

Accordingly, we urgently request that the committee amend title 
Il of H. R. 8168, section 207, found on page 35, by substituting a 
semicolon for the period following the word “installments” on line 20 
and adding the following language: 


Provided, however, That nothing in this title shall apply to the renting of textiles, 
the essential part of which includes the recurring service of laundering or cleaning 
thereof. 

Chairman Smita. Thank you. Do you have other copies? 

Mr. Bauperson. Yes; I do have. 

Senator Brste. Was it suggested to the Commissioners at the 
hearing had before them? 

Mr. BaLperRson. Yes; it was. 

Senator Brats. What was their attitude toward your suggestions? 

Mr. Batperson. There was no comment made at the hearing at 
which we testified. 

Senator Brste. You made practically the same statement before 
them that you are making before us? 

Mr. BaLprerson. Yes; we did, sir. 

Senator Brsue. So they were aware of this request of yours? 

Mr. BALprerson. Yes, sir. 

Chairman Situ. Thank you. 

Mr. Batperson. Thank you. 

Chairman Smitx. Mrs. David H. Crawford. 

(No response.) 


Chairman Smiru. Mrs. Norman Becker. 
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STATEMENT OF MRS. NORMAN BECKER, PRESIDENT, ALEXANDER 
Rk. SHEPHERD PARENT-TEACHER ASSOCIATION, WASHINGTON, 


D. C. 


\frs. Becke (reading): 


The City Fathers had never presented the needs of the public schools to Con- 
Instead of placing the needs of education among those of first importance, 
time upon canals, railroads, banks, and other public institutions and per- 
mitted public education to suffer and almost perish from neglect * * * (from the 
History of Washington, D. C., by Hon. William Webb and J. Wooldridge, 1837). 


Today, 119 years later, history seems to repeat itself. The Com- 
missioners fail to recognize our schools are not just statistical figures to 
balance the expenditures and the appropriations they expect Congress 
to be willing to sanction. 

Only 24 percent of the city’s budget goes for schools. This is low for 
cities of comparable size. The expenditures per pupil here is $286.72. 
[It is less than in other cities. 

The most urgent need in the public schools in the District of 
Columbia is an increase in the number of teachers. Nearly half of the 
city’s grade schools have classes of more than 36. At one school 
classes of 50. There are 272 classes in the city public schools with 40 
or more pupils. 

The accepted ratio by the Board of Education for the elementary 
school was 36 to 1. The 163 teachers prescribed to bring the pupil- 
teacher ratio to 30 to 1, as the newly approved standard, for the next 
3 years, is already an obsolete idea. It will take 100 teachers from 
estimated figures to try to achieve the 36 to 1 ratio when school opens 
next September. 

Teachers will cost money. With present salaries, it will mean over 
$800,000 in the fiscal 1957 budget. These teachers’ salaries cannot 
be found in the junior and senior high schools. Many of those classes 
are 40 and with the crowded elementary schools, the junior and senior 
high schools will be even more crowded than at present. 

We are a Federal city, the capital for every State in the Union. 
Our public schools are open to diplomatic children, Senators’ and 
Congressmen’s children and anyone who comes here to live. These 
schools should be the best in the country. 

Washington, in late years, has lost more and more Federal aid, 
yet it is designated to be a Federal city. The amount of taxable 
ground occupied by the Federal Government in comparison to the 
property owned by District of Columbia taxpayers might set a good 
ratio for Federal appropriation. 

The Government is the biggest business we have here. Other 
communities depend on the revenues from their community enter- 
prises. With 48 percent of the taxable property of the District 
belonging to the Federal Government, perhaps 48 percent of the cost 
of the District budget might be fair to ask. 

Perhaps there needs a closer evaluation of other items on the 
budget. Since the taxpayer has no way of knowing this evaluation 
maybe a greater evaluation should be made of all items in relation 
to the needs in the schools. Some money might be found that way. 

The only tax increase we could support would be for the money 
needed to help our public schools. 

Chairman Smirx. Thank you. 
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Mrs. Becker. Thank you. 

Chairman Smuiru. Mr. George Butler. 

(No response.) 

Chairman Suirx. Mr. George Linken. 

(No response. ) 

Chairman Samira. Edward C. Wilcox of the Mount Pleasan 
Citizens Association. 

(No response. ) 

Chairman Smirx. Mr. E. A. Pritchard, executive vice president 
of the Merchants and Manufacturers Association. 














STATEMENT OF E. A. PRITCHARD, EXECUTIVE VICE PRESIDENT, 


MERCHANTS AND MANUFACTURERS ASSOCIATION, WASHING. 
TON, D. C. 





































Mr. Prircuarp. My name is E. A. Pritchard and I am executive 
vice president of the Merchants and Manufacturers Association, a 
trade association of Washington, D. C., representing 400 of th: 
leadirg Washington merchants. 

Actually, there is little manufacturing in Washington, as you Rhow, 
and the majority of my members are retail stores. I appear her 
today to respectfully request that the annual Federal payment to 
the District of Columbia—I want to add that it was called a “contri- 
bution’”’, which I heartedly disagree with; we think more of it as a 
payment in lieu of taxes—be restored by tbis Congress to a fan 
percentage of District of Columbia expenses rather than the lump sum 
system which has been m effect bere since 192! 

We believe that the establishment by law of the method of deter- 
mining the payment based on a definite formula will cause it to be 
automatically computed annually without controversy which will 
permit the District to plan future operations on a sound fiscal basis 
and this committee and the Congress will be relieved of many bours 
of deliberation. 

The merchants of Washington have for many years profited, be- 
cause this is the seat of the Federal Government. Congressmen, 
Federal employees, embassy employees, and visitors have spent their 
dollars in local establishments and for a long time the local merchants 
have enjoyed good business. 

However, federally owned land, the influx of new tax exempt activ- 
ities, building height limitations, local residents who avoid paying 
District of Columbia income tax, and the inability of this city to 
extend its boundaries to include fast-growing suburbs has resulted in 
failure of Washington business to grow and to prosper. 

The increased taxes over the last 10-year period (brought about to 
a large extent because this is the seat of the Federal Government) is 
making it less desirable to be a merchant in Washington and has 
resulted in stores remaining vacant on F Street for long periods of 
time while suburban store leases are being snapped up at high rentals. 

Decreasing sales and the increased cost of doing business plus 
increased taxes is causing the burden on the businesses which have 
remained in the District “and the present lump-sum method of com- 
puting the Federal payment is further adding to the problem. 

The ironic part is that the increased taxes are caused to a large 
extent because Washington is the Nation’s Capital. Our local public 
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; structures cost much more than an ordinary city because they 
conform to the Federal master plan for Washington. The 
lerally conceived plan for the maintenance of our streets, the zoo, 
ational parks and Federal demands on our police, fire, sanitation 
other services costs the District government millions of dollars a 
ar more than comparable cities must pay. And yet, each year taxes 
increased on District of Columbia residents and businessmen 
out of proportion to the increase in the lump-sum payment by the 
leral Government which owns 42.8 percent of the total land ares 
he District. 
We submit that the present method of computing ‘‘what the traffic 
bear’ on local taxpayers in increased taxes and seeking the differ- 
e from the Federal Government is highly undesirable and unbusi- 
nesslike. Surely a return to a percentage formula as conceived by the 
organic act of 1878 which established the present Commission form 
vovernment would be far superior. We propose the adoption of a 
rmula which would produce annual Federal payments bearing the 
same ratio to District revenues as the area of tax-exempt land held 
by the United States, foreign governments and agencies exempt from 
taxation bears to the total area of the District adjusted to exclude 
eets and District of Columbia owned or used tracts. 
We urge that this be accomplished by this committee at this time. 
Chairman SMITH. Thank you, Mr. Pritchard. 
Any questions? 
Mrs. Maanuson. 


STATEMENT OF JUNE MAGNUSON, REPRESENTING THE FRANCIS 
SCOTT KEY PARENT-TEACHER ASSOCIATION, WASHINGTON, 
D. C. 


Mrs. Maanuson. I am here to represent the Francis Scott Key 

irent-Teacher Association. 

Our school is 1 of 40 which lost a teacher this fall. We are now 
operating with split classes, and on top of that, all classrooms are 
rowded in excess of the approved ratio. 

We do not want to solve our problems by robbing the junior and 
senior high school staffs, however, and back the District of Columbia 
Congress of Parents and Teachers in a demand for 163 additional 
teachers whose salaries are not provided for in the budget presented 
vou by the Commissioners. 

We are also in agreement with the District of Columbia Congress 
of Parents and Teachers that the Federal Government should in- 
crease its payment. Key School parents voted unanimously this fall 
that they would approve an increase in taxes they now pay if those 
taxes were earmarked for the schools. 

Thank you. 

Chairman SmirH. Mrs. Magnuson, you said your school lost a 
teacher. Do you mean by that that you have one less teacher this 
vear than you had last year? 

Mrs. Magnuson. Yes. 

Chairman Smita. And how does the pupil load this year compare 
with last year? 
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Mrs. 








MaaGnuson. I can’t tell you that. I presume it is about 


I 
same, but they increased all the classes, and they put two classes 
into each room. 


Chairman SMITH. 


Thank you, Mrs. 





Magnuson. 





STATEMENT OF ALFRED A. McGARRAGHY, OWNER AND OPERATOR 


OF SCHOLL’S CAFETERIAS, AND REPRESENTING THE WESTERN 
ASSOCIATION 


Mr Gentlemen, my name is Alfred A. MeGarrag 
owner and operator of Scholl’s Cafeterias, 411 14th Street 
ing the Western Association. 

We have in our membership approximately a thousand restaura: 
We appear primarily, gentlemen, in opposition to the proposal t 
the tax on restaurants be increased from 2 percent to 3 percent. Th 
Commissioners have recommended that the exemption be redu 
from 50 cents to 13 cents. We reluctantly went along with thy 
recommendation of the Commissioners, but hoped that your com 
mittee will not recommend any further tax than what we now hay 
recommended by the Commissioners, namely 
restaurants above 13 cents. 

We call your attention to the fact that we in the District a: 
competing with the restaurants in Maryland and Virginia, neither o! 
neither of which States have any sales tax on restaurant sales. W. 
find it very difficult to compete with them today with the automobiles 
It is an acknowledged fact that most of our city restaurants—that 
their volume of business is substantially depleted from what it was 
2 or 3 years ago. Whether that is due to the fact that you can eat 
now in suburban restaurants in Maryland and Virginia without 
paying a tax, we don’t know, but we do know that our volume of 
business in our downtown cafeterias of Washington is substantially 
reduced from 3 years ago. 

Our association also has gone on record as asking that this com- 
mittee not give consideration to the proposal made that the District 
government take over the operation of liquor stores. We feel it is 
more or less repugnant to the free-enterprise system that is so strongly 
a part of America. 

We want to thank you on behalf of the restaurant association. If 
there are any questions, I stand ready to try to answer them for you. 


Chairman Smira. Thank you, Mr. McGarraghy. I have 
questions. 


Mrs. Bigio. 
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STATEMENT OF MRS. SAMUEL BIGIO, REPRESENTING THE 
COOLIDGE HIGH SCHOOL HOME AND SCHOOL ASSOCIATION, 


AND THE PAUL JUNIOR HIGH SCHOOL HOME AND SCHOOL 
ASSOCIATION 


Mrs. Bigio, before you begin, I see some other ladies sitting here 
It may be inconvenient for them to come back. I wonder if there 


are any more ladies that want to testify about the schools? Have 
we heard them all? 


All right, Mrs. Bigio. 
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\{rs. Breto. Mr. Chairman, my name is Mrs. Samuel Bigio. 1] 
sent the Coolidge High School Home and School Association 
| the Paul Junior High School Home and School Association. The 
bers of these two associations are deeply interested in proposals 
crease the revenues of the District of Columbia. 
might say here the two schools unanimously moved, when the 
association was present and voting, that a request for an addi- 
onal 75 junior and senior high school teachers be made at that time. 
| we were shocked when we heard that 50 teachers from our junior 
and senior high schools would be taken within a period of 3 years. 
(nd that is mainly why we are appearing before you. 

We feel that we have remained idle far too long while adequate 

eases in the District of Columbia taxes were postponed through 

. device of cutting the school budget. As a result, we have seen 

» educational system of the District—a system we should be proud 

deteriorate until we have the overcrowded, understaffed schools 
today. We should have come before you long ago to urge more 
venues so that the District schools could have the funds they ab- 
solutely need—and which are denied them today to educate our 
children in the manner we believe they deserve. 

That is our main purpose in appearing today; to say that the 
parents in our associations, and we believe, most of the parents of 
school children in the District, will be glad to pay increased taxes if 
only the funds are found to bring our schools out of the morass they 

e now in and put them on the education level where they ought to be. 

We have no special forms of taxation to urge; we are not tax experts, 
but we do believe that you should be told that parents are not unwilling 
to pay more taxes if more money can be spent on the school system. 

One statement which has been made to you, and which we think 
should not go unquestioned, is that there is no problem in the teaching 
situation because some 50 teaching positions can be transferred from 
the senior high school level to the elementary level. This statement 
was a part of the budget estimates for 1957 and reads as follows: 

PLAN OF WORK 

It is contemplated that over a 3-year period the pupil-teacher ratio will be 
reduced from 36-1 to 30-1 * * * During this period it will be possible to trans- 
fer 50 teaching positions from the senior high school level to the elementary 
school level and still retain a sufficient teaching staff on the senior level to permit 
adequate organization to be maintained. 

[t is our position that it will not be possible to transfer 50 teaching 
positions from the senior high school level and maintain anything 
like an adequate organization. We cannot afford to lose any teaching 
positions in the senior high schools. We cannot go on robbing Peter 
to pay Paul and expect even a mediocre school system—to say nothing 
of the school system we believe our children are entitled to have. 

The Coolidge High School and Paul Junior High School Home 
and School Associations and many others in the District of Columbia 
have long fought for a reduction in the pupil-teacher ratio to 30-1 
with an eventual goal of 25-1, but we have fought for it as a realistic 
thing, and not as a misleading statistical average. 

I won’t go into detail at this time, I don’t think it is necessary. 
If you like, I can, but I feel that the pupil-teacher ratio in junior high 
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schools is misleading. I believe the Board of Education has it u: 
consideration and study. 
(The unread part of Mrs. Bigio’s written statement is as follows 
Consider for a moment the fact that every specialized class—driver trai 
art, printshop, etc.—with a pupil-teacher ratio of 15:1 or even 10:1 pulls d 
the average, and leaves the academic subjects, the real bread-and-butte: 
education with oversized classes and overworked teachers. We need a maxin 


class size set at a realistic figure before we can take any comfort in a reduced pi 
teacher ratio. 

Let us look for a moment at the situation in the Washington senior high sc} 
in English, there are 107 classes with 35 to 40 pupils and 21 with over 40. [ 
languages, there are 22 from 35 to 40 and 2 over 40. In mathematics, there a; 
65 in the 35 to 40 group and 11 above 40. In science, 51 of 35 to 40, and 17 al 
40. In all of the academic subjects combined, there are 510 classes with n 
than 35 pupils and, of this number, 113 have more than 40 pupils. 

With this situation plainly before us, how can we afford to put the number 
teaching positions in the senior high schools by 50—or even by one? I know t 
there are academic classes in some of the schools with a low pupil-teacher rati 
some less than 15 and some less than 10. But we cannot afford to use thes 
an excuse. In most instances, cutting these positions would mean that the s 


ject would not be taught in that school, and those pupils who wanted to lea 
would be denied the opportunity. 


I might say in passing here that there are many teachers in the acade 
subjects who have a pupil load of more than 140 pupils a day. This is a great 
load than they can possibly handle and give our children the individual attent 
they shouid and must have. 

I would like you to look at the statistics here. In Washingt 
senior high schools in English—I believe the chairman asked a ques- 
tion in reference to the high schools. We have 107 classes with 35 


to 40 pupils, and 21 with over 40, and language, 22, from 35 to 40, 
and 2 over 40, and math, 65, in the 35 to 40 group, and 11 above 40. 
In science—we worry about our scientists—we have 51 of 35 to 40, 
and 17 above 50. And all of the academic subjects combined there 
are 510 classes with 435 pupils. And of this number 113 have more 
than 40 pupils. 

So you see, we feel that the pupil-teacher ratio has been misleading 
in the junior and senior high schools. We have found that in th 
callie areas of the District of Columbia we have had a crowded 
condition existing there. Therefore, when our children are up in 
junior and senior high schools we need every teaching position avail- 
able to help some of the children who need remedial reading, need 
some help in language, and we feel this is not the time to economize. 

Mr. Auten. If I may interrupt, do you know what the ratio is . 
the total number of teachers in the department to the total number of 
pupils in the department? 

Mrs. Biero. I don’t have those statistics with me. You mean in 
the junior and senior high schools, but all included? 

Mr. ALLEN. I mean over the whole department, if the teacher load 
were exactly distributed what it would be, in other words. 

Mrs. Bicto. No, I don’t have that with me. 

We realize that you are not fixing appropriations for the schools, and 
that it is impracticable—and probably impossible—to earmark specific 
revenues for specific projects. But you must have the background of 
needs before you can legislate intelligently as to how much revenue is 
to be raised overall. That is why I urge you to consider the plight of 
the schools before you come to any final determination as to how 
much new revenue you want to raise. 
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And here again I state that we feel that this is no time to economize 
on the school system, especially in Paul Junior and Sheppard. We 
ve waited in Sheppard 8 years for an addition to the school where 
pupils are above the pupil-teacher ratio. And there you have a 
yp of citizens in the higher income brackets, and many of them 

e been discouraged, and there has just been a constant change. 

‘a a matter of fact, our studies indicate that the senoir high schools 
now need 75 more teaching positions, not 50 less as is being proposed. 
The members of the two associations are unanimous in supporting such 

equest. 

1 herefore, I urge you, as strongly as I know how, to look carefully 

the se -hool nee ds, the shorts age of teac he ‘Ts, the ove ‘rerowded classes, 

e steady deterioration of plant and equipment, and the end result, 

e badly lowered educational standards which now prevail. Look 

the poor showing made by the Washington high schools in the 
recent nationwide scholorship as compared with the fine results 
achieved in nearby Maryland and Virginia. 

And these statistics were in the Post and Star, | believe. See how 
many children are forced to share textbooks because there are not 
enough to go around. Find out how many present pupils in junior 

gh schools were simply shoved along because the overcrowded 
condition of the elementary schools did not permit keeping them back 
as should have been done. 

With these things in mind, please give us enough in new revenues to 
meet and cure these conditions. Frankly, I do hope that the Federal 
contribution to the District can be increased substantially; but this, | 
know, is a matter of appropriation rather than revenue. But whether 
it comes through one source or another, I want to end this statement 
by assuring you that the needs of the schools are urgent, and that 
drastic action 1s needed. 

If no action is taken, there is real and present danger that the schools 
will deteriorate into a condition from which there is no recovery. 
For the sake of our children, I ask you to give these matters your 
fullest consideration. 

Chairman Samira. Thank you very much. 

Any questions? 

Senator Brsie. I have none. 

Mrs. Biero. Thank you for your time, gentlemen. 

Chairman Surru. Is Mr. James O’Donnell here? 

Mr. O’Donnett. Mr. George Merrill is here representing our 
association. 

Chairman Smit. Representing your restaurant association? 

Mr. O’Donnetui. Yes. He has a very brief statement. 

Chairman Samira. Mr. Merrill. 


STATEMENT OF GEORGE C. MERRILL, ON BEHAIF OF THE 
RESTAURANT BEVERAGE ASSOCIATION, WASHINGTON, D. C. 


Mr. Merritu. My name is George C. Merrill. I own and operate 
Merrill’s Pizza House, a restaurant in the District of Columbia 
selling food and alcohol beverages to be consumed in the restaurant 
premises. My restaurant is operated under a class C ABC license. 

I appear before this committee as a class C licensee and, as president 
of the Restaurant Beverage Association of Washington, D. C., a trade 
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association made up of restaurant operators having either class C or D 
ABC licenses. Most of these restaurants, like my own, are 
establishments which are family owned and operated. 

I wish to direct my remarks to the Andrews bill which calls for 
Government operation of package stores and wholesaling of distilled 
spirits. As I understand this proposed law, it would not curtail me 
and those I represent from continuing to operate restaurants, serving 
meals and alcohol beverages to our patrons, the public. In fact, it 
has been suggested that if the Andrews’ bill became law, the ec onomic 
position of restaurants holding on-premise license would be improved 
by the elimination of many of the package stores which now compete 
with us for patrons. 

However, my position and that of our association is clear. We are 
unalterably opposed to the Andrews bill. In fact, shovel the 
National Licensed Beverage Association we have told other restaurant 
and tavern operators spread over 26 States about the nature of the 
Andrews bill and our determined opposition to it. On November 10, 
1955, at its annual convention in Chicago, delegates of the National 
Licensed Beverage Association voted unanimously to t1egister the 
opposition of its 35,000 members in 26 States to Congressman An- 
drews’ proposal that the Federal Government seize and operate an 
industry in the Nation’s Capital, which industry in the hands of 
private citizen retailers and wholesalers has been a credit to this 
community and to our country. 

Other witnesses are better qualified to remind you of the contribu- 
tion that has been made by this industry under the blessings of free 
competition and private enterprise to the economic well- being of our 
city and to the collector of taxes. 

We wish you to know also of the assistance which the liquor whole- 
salers have over the years given to our restaurant proprietors through 
their salesmen and their staffs. The vy respect the time and the duties 
of the restauranteur. When he is busy the salesmen usually will 
come back another time to discuss prices, products, and trends in 
patron preference, et cetera. Wholesale representatives have taken 
a genuine interest in our small restaurants. We seek their advice on 
lighting fixtures, redecorating, ves, even on cooking with wines. We 
do not want to lose the counsel and the friendship of the wholesalers 
and their staffs. The Andrews bill would strip us of both. 

I hope the members of this committee will take to heart the reasons 
for our opposition to this bill by protecting the economic as well as 
the political freedom of citizens in the Nation’s Capital. 

Thank you. 
Chairman Siru. 


small 


Thank you, Mr. 


Merrill. 


STATEMENT OF MRS. RICHARD C. SIMONSON, VICE PRESIDENT, 
LEAGUE OF WOMEN VOTERS OF THE DISTRICT OF COLUMBIA 








Chairman Smirx. Will you give us your name, please? 
Mrs. Simonson. I am‘“Mrs. Richard C. Simonson, vice president 
of the League of Women Voters of the District of Columbia. 

The League of Women Voters of the District of Columbia appre- 
ciates the opportunity to bring you the thinking of our members on 
this vital question of revenue for our city. As we indicated on the 
opening day of this hearing, we have just held nine separate meetings 
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ss the city in which our members discussed the Commissioners’ 
revenue proposals and many others, weighing each against the stand- 
ards of good taxation and the needs of our city. A cross-section of 

-omen have considered pros and cons of each tax in terms of our 
own pocketbooks as well as citywide factors before reaching our 
conclusions. 

First, may I add the strongest possible support to all the other 
voices you are hearing in behalf of an equitable Federal payment to 
the Federal city. Justice and economics combine to justify far more 
than the modest increase of $2 million which the District Commis- 
sioners have requested. With State and county functions requiring 
well over 20 percent of our city budget, we look to the Federal 
Government to stand in lieu of both State and county in furnishing 
financial support. 

Second, the League of Women Voters reiterate its position that 
“holding the line” will not provide an adequate budget for Washing- 
ton. We need more and better services in the Capital City. These 
we will discuss m detail before the appropriate subcommittees, but 
we want to day to urge that sufficient revenue be raised to provide 
the schools, health, welfare, and other services our citizens demand. 
Outstanding among these are additional elementary schoolteachers, 
who, as you have just been hearing, cannot be “‘stolen’’ from secon- 
dary schools without serious jeopardy to the latter. Therefore, we 
support necessary increases in local taxes. 

The League of Women Voters has always supported taxes related 
to ability to pay and opposed regressive taxes, such as a tax on food. 
Feeling that the low-income families are alre ady bearing a dispro- 
portionate burden, we urge most strongly that the 1 percent sales 
tax on groceries not be raised and that no thought whatever be given 
to taxing medicines, crutches, eyeglasses, and the like. Let us not 
tax misfortune and aggravate misery. The proposed tax on restau- 
rant meals costing less than 50 cents is likewise a burden on those to 
whom pennies count the most. 

On the other hand, we support wholeheartedly the Commissioners’ 
pl in to increase the taxes on spirits, wines, and beer. Probably even 

: further inerease in the tax on spirits would not deprive Washington 
of its advantageous price position and would be a sound source of 
revenue. Here we are taxing a luxury and one which is purchased in 
quantity by transients and tourists who contribute little otherwise 
to the cost of running our city. We agree also that the suggested 
levy on local communications is preferable to taxing the necessities 
f life. Even though it is an extension of the existing general sales 
tax, the League of Women Voters recommends—relue tantly and only 
in the event a suitable increase in the Federal payment cannot be 
obtained this year—a 2 percent tax on services, which is estimated 
to produce $5 million a year of sorely needed revenue. We feel this 
levy is less undesirable than increasing the present sales tax to 3 percent 
or increasing the food tax, inasmuch as some services, such as parking, 
auto and appliance repairs, and storage cannot be considered basic 
necessities. This tax would include the levy on admissions proposed 
by the Commissioners and fully supported by our members. 

The revisions in the individual income tax law which have been 
recommended meet with our approval. This tax is certainly fairer 
than general sales taxes and is in the American tradition of taxing 
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according to ability pay. The graduated rates appear just and 
are preferable to the flat rate schedule of the Virginia income 

We recognize that District income-tax rates have been lower t!] 
most States and this is a wise source to tap for needed revenu 

Along with the increased personal income tax, the League of 
Women Voters recommends extension of the unincorporated business 
tax to businesses now exempt, largely professions such as medici! 
dentistry, accountancy, et cetera. This would in effect tax the 
many high-income professional men who live in the suburbs for the 
privilege of doing business in Washington. The provisions of th 
law prevent double taxation of income of District residents. W hile 
we are increasing the load on one group of taxpayers, it seems only 
fair to close loopholes and bring in those now exempt. We do not 
believe that this law would drive these businesses from the central 
city or have any undesirable effect on the economic life of the District 

Finally, may we record the support of the League of Women Voters 
for the Commissioners’ proposal to raise the real-estate tax rate 
We recognize the comparatively high level of assessment in this city 
but feel that a small increase in the tax rate is justified as part of 
balanced tax program for the District of Columbia. 

There has been some expression of sentiment by members of this 
committee that this tax-raising chore is painful and too-oft repeated 
We, the taxpayers, can sympathize wholeheartedly with that view 
Nevertheless, the League of Women Voters of the District of Columbia 
recognizes the overriding importance of having good schools and other 
municipal services and is therefore supporting most of the Com- 
missioners’ tax program as well as two major taxes omitted by them. 
We urge, however, that taxes be apportioned fairly among our citizens 

Chairman Smita. Thank you. 
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STATEMENT OF MRS. JACK GOTTSEGEN, REPRESENTING THE 


WASHINGTON SECTION OF THE NATIONAL COUNCIL OF 
JEWISH WOMEN 





Mrs. GorrsecEen. I am Mrs. Jack Gottsegen, and I represent the 
Washington section of the National Council of Jewish Women. 

We have consistently supported increased services in the District 
appropriation hearings. And we certainly are willing to pay in- 
creased taxes to get those increased services. We also feel that Con- 
gress should assume its responsibility by increasing the Federal pay- 
ment. 

I think that we believe that the $2 million asked by the Commis- 
sioners is an insufficient increase. We would support a larger Federal! 
payment than that. 

Now, we have been studying the specific proposal of this bill. But 
unfor tunately I cannot give you the recommendations at this time. 
Our board of directors meets early next week. I hope you will give 
me permission to file the specific recommendations next week. 
Would that be all right? 

Chairman Smiru. That will be all right. 














Thank you very much. 
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FURTHER STATEMENT OF JOHN B. GILLILAND, PRESIDENT, DIS- 
TRICT OF COLUMBIA CONGRESS OF PARENTS AND TEACHERS 


Mr. Gruuizann. This is Gilliland of the District of Columbia 
ngress of Parents and Teachers. Since I spoke extemporaneously 
vesterday, I will give you a written statement this time. 
Chairman Smita. Thank you. 
lhe written statement of Mr. Gilliland is as follows:) 


rEMENT OF JOHN B. GILLILAND, PRESIDENT, District or CoLumMBIA Con- 
ss OF PARENTS AND TEACHERS, ON PrRopoOsEeD Tax Brut as It AFFEcTsS 
District oF COLUMBIA SCHOOLS 


‘he District of Columbia Congress of Parents and Teachers, an cresninntion 
- 30,000 members, representing the parents and teachers of 116 scl 
Di istrict of Columbia, is greatly concerned over apparent plans to ts ake teachers 
junior and senior high schools to make up for the 163 additional teachers 
led in the elementary schools. 
The high schools now have over 100 classes which run 40 or more students. 
ese are in basic subjects. It will take an additional 42 teachers to bring the 
s size down to 35. In addition to this, there are over 1,100 children who are 
rded in reading ability and 1,800 who are retarded in arithmetic—all of whom 
1 special remedial training. In the junior high schools an additional 126 
hers will be needed to bring the teaching load down to a satisfactory figure. 
take away 163 teachers from the secondary schools is simply unthinkable. 
\t the Commissioners’ budget hearing last fall 117 represents itives of our 
[A’s were present to back the budget submitted by the Superintendent and the 
ard of Education. At the subsequent tax hearing we again presented the con- 
tions of our members. While some felt that the Federal Government should 
me all or most of the increases, most of us indicated a generous willingness to 
ilder the necessary tax increase, providing we could be assured that the money 
ald go to give us what we need in our schools, especially the 163 additional 
teachers needed for the elementary schools. 
Today we voice the same stand—that the Federal Government should assume 
fair share of the increased cost, and that we are ready and willing to pay our 
are, providing the school needs are met without robbing 163 teachers from the 
or and senior high schools. 
We do not feel that we should tolerate any classes of 40 or more in any part of 
r school system—and this should be made effective immediately, not 3 vears 
from now. We feel that there would be little purpose in the recent White House 
conference on education unless you gentlemen who are in charge of our city take 
mediate steps to make the schools of our Nation’s Capital a model for the rest 
f the Nation. As you will note from item No. 15 of the legislation program of 
the National Congress of Parents and Teachers, this is also the wish of the nearly 
10 million PTA members in the 48 States of the Nation. We hope that you will 
not disappoint them. 


00s ot 


LEGISLATION PROGRAM OF THE NATIONAL CONGRESS OF PARENTS AND TEACHERS 
As adopted September 1955 by the National Board of Managers 


Object: ‘‘To secure adequate laws for the care and protection of 
children and youth” (National Bylaws, art. Il). 

The National Congress is concerned with basic issues that may 
lead to legislation affecting: (1) The welfare of children and youth in 
the fields of education, social and economic well-being, and child 
labor; (2) such environmental factors as radio, television, motion 
pic tures, press, recreation, and safety education in its broadest sense; 
and (3) federal research agencies in education, health, juvenile pro- 
tection, and homemaking. The Congress is vitally interested in 
legislation designed to promote world understanding and peace 
among nations (Policies and Practices). 
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LEGISLATION POLICIES 





Legislation action of the National Congress of Parents and Teachers is deter. 
mined at all times by previously adopted legislation policies. These policies 
define the fields of legislation that are within the scope of the parent-tea 
program. Only those specific bills that conform to these policies can become a 
part of the legislation action program. 

Each of the policies listed below with the exception of No. 15 has been approved 
by at least 30 State congresses according to individual State procedure. (Stat 
congresses have an opportunity to review the program annually.) 

The legislation action program (see p. 3) is based on the following policies: 

1. Local control 


All Federal child welfare legislation should include provisions that will in 
minimum Federal and maximum local control. 


2. Federal grants-in-aid affecting children and youth 


Federal grants-in-aid to States should be made through the Federal agen: 
and administered by state and local agencies, most directly concerned with th, 
subject involved. 
3. Education 


(a) The free public school system should be maintained and strengthened 
When Federal funds are involved such moneys should be channeled through th. 
United States Office of Education to State and local departments of educatior 
and should be administered with minimum Federal and maximum local control 

(b) The Umted States Office of Education should be established as an inde- 
pendent agency of government under the general direction of a Federal Board of 
Education. This Board should be composed of laymen appointed tol ong, over- 
lapping terms and should have authority to appoint, and be advisory to, the 
United States Commissioner of Education. 


4. Federal aid for education 


(a) All funds appropriated by the Federal Government for the support of 
education within the States should go to publicly controlled, tax-supported schools 
only. 

(b) Federal funds should be appropriated for the purpose of equalizing educa- 
tional opportunity among the several States, with provisions insuring- 

(1) Distribution according to need, such need to be determined on the basis 
of facts that shall serve as a basis for an apportionment formula; 

(2) Minimum Federal and maximum local control; and 

3) Encouragement to the States to put forth their best efforts to equalize 
educational opportunities within their own boundaries. 

(c) Federal funds appropriated for education should be available for school 
libraries and for special programs for the education of handicapped children. 

(d) Federal funds appropriated for education should be used to provide, through 
the United States Office of Education, adequate programs of school health, health 
education, and physical fitness for children and youth. 

(e) Federal funds appropriated for education should be used for such programs 
of adult education as affect the welfare of children and youth. 

(f) All Federal funds for vocational education should be channeled through the 
United States Office of Education to State and local departments of education, so 
that vocational and general education may be effectively integrated through State 
and local control. 

(g) Federal funds should be appropriated to give aid in the construction of 
public school buildings, after approved surveys have been made. These funds 

should be— 

(1) Channeled from the United States Office of Education through State 
departments of education to the local units of administration; 

(2) Made available to the States on the basis of an objective formula that 
would take into account both the need for school facilities and the relative 
ability of the States to meet such a need; 

(3) Allocated so as to encourage States to set forth principles for equalizing 
the distribution of State and Federal funds, giving special consideration to 
school administrative units with relatively low financial resources and to areas 
especially affected by rapid and substantial increase in school-age population. 

(h) Federal funds should be used to provide educational opportunities for the 
children of Government employees on federally owned property. 
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The education of Indian children should be administered through State 
nents of education, with adequate Federal appropriations given to furnish 
itional opportunities equal to those of other American children. 


i care centers 
During periods of national defense emergency child care centers should be mad 
tilable to children of employed mothers; adequately staffed and supervised by 
ropriate agencies; and jointly financed by public funds and parents’ fees. 


ld labor 
Federal legislation should give necessary protection to child workers, with 
al emphasis on the establishment of (a) a basic minimum age of 16 for 
oyment; (b) a higher minimum age for employment in hazardous occupations; 
a minimum wage provision for minors. 


hild life research 

Adequate appropriations should be provided for continuing programs of inte- 
grated child life research. 

Critical materials for school building construction 

We support measures that will give a top priority for materials, equipment, and 
supplies for school buildings after major military needs of the United States have 

en met. 

Disposal of surplus materials and supplies 

Educational, medical, and recreational materials and supplies purchased but 
no longer used by the Armed Forces should be released to the proper public agencies 

cal, State, and National—for use in developing programs of education, health, 
ind recreation throughout the United States. 


1 Health 

Equalized public health services and public health education opportunities 
should be provided for all children and youth. 

Federal appropriations for maternal and child health services and services for 
rippled children should be continued. 


11. International relations 
We support the United Nations and its component parts as the best basis for 
international cooperation. 


Library service 

Public library service should be extended to all people on an equitable basis with 
special emphasis on needs in rural areas. Federal funds for public library service 
should be channeled through the United States Office of Education to State 
library agencies for use in promoting library service according to the pattern best 
suited to State needs. Legislation providing Federal funds should be terminal, 
should ensure minimum Federal and maximum local control, and should provide 
for variable matching grants on an equalization basis. 


13. National defense 

We believe that we must work diligently for world peace by use of all possible 
United Nations channels to achieve economic, social, physical, and spiritual welfare 
for all children and youth through education for citizenship in an interdependent 
world. It is nevertheless necessary in this time of world tension to maintain a 
Military Establishment capable of going into effective action in defense of the 
Nation. 

The administration of these emergency military measures should insure the 
maximum opportunity for education for responsible and effective democratic 
citizenship. 

We believe that all efforts should be made to meet the need for military man- 
power from the pool of eligible adults before inducting persons under 21 years 
of age. 

We insist, also, that all persons be thoroughly trained and properly equipped 
before being sent into combat. 

In the event that the Congress of the United States should establish a program 
of universal military training for the expansion of our manpower resources in the 
armed services, this training should be— 

1. A temporary program for the emergency period only, rather than a perma- 
nent measure of military conscription. 
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1. Universal in its application to all young men, beginning at the 
(This does not imply combat service.) 

3. Confined to a period of not more than 6 months of basic military trai 
for each person concerned. 

1. Conducted with full reeognition of the health, educational, and spir 
needs of young people. 

5. Operated through the military facilities of the Nation in a way that will ins 
young men being trained in areas within reasonable proximity of their homes 

6. Supervised by a national advisory commission comprising both military 
civilian representatives. 
7. Combined with a continuing educational program. 
8. Administered to provide for further education following basic military 
training for those persons with special abilities in the sciences and the esse 
professions as determined by regularly constituted civilian educational authori 

9. Established not to provide a large and permanent standing army bi 
strengthen the defense of the nation through a civilian reserve of manp 
available for immediate and full-time military service to meet any emerg: 
with which our country may be confronted. 


at \ 


14. Rural stabilization 


We support the continuance of basic principles of stabilization of rural fami 
including guidance services. (Such programs enable the children in these fan 
to have better education, nutrition, and health.) 

15. School and community services in the Nation’s Capital ! 

Adequate funds should be provided for school and community services in 
Nation’s Capital. 

The Nation’s Capital was created by the Constitution of the United States for 
the single purpose of providing a home for our Government. It belongs, therefor 
to all of the people of our country. Under the original plan of financing, 
Federal Government provided 50 percent of the revenue necessary to run the cit 
and taxes by Washingtonians provided the remaining 50 percent. The Federal 
share has now decreased to less than 15 percent. Only 47 percent of Washingt 
land is taxable. The Government owns 43 percent and the remaining 10 perc: 
is owned by churches, organizations, and embassies. 

Congress has complete control of the District of Columbia. The peopl 
Washington depend on the Senators and Representatives from the 48 States f 
for school and community service appropriations. Washingtonians have no vot 
It is your vote that counts. 
LEGISLATION 


ACTION PROGRAM 


The following action items, based on the approved policies, represent current 
needs. It is anticipated that pertinent legislation will be introduced when the 
84th Congress reconvenes in January 1956. Local units should study the issues 
involved, State legislation chairmen will request action at the appropriate time. 
1. Child labor 

We oppose legislation that would weaken the protective child labor provisions of 
the Fair Labor Standards Act. 

2. Adequate support for certain Federal offices 

We support adequate appropriations for the following departments, offices, and 
agencies (the current needs of programs are considered in determining adequacy of 
appropriations 

(a) United States Offive of Education, Department of Health, Education, and 
Welfare.—The Office conducts research, collects statistics, makes surveys, provides 
advisory services, and administers Federal funds available to the States for 
land-grant colleges, vocational education and rehabilitation, and schools in areas 
affected by Federal activities. 

(b) Children’s Bureau, Department of Health, Education, and Welfare.—The 
Bureau has two assigned functions: (1) To investigate and report on the welfare 
of children; and (2) to administer the Federal grants to the States for child welfare 
services, crippled children’s services, and maternal and child health services. 

(-) Food and Drug Administration, Department of Health, Edu ation, and 
Welfare.—This agency protects the consumer by preventing the misbranding or 





1 Item 15 has not yet received the approval of 30 States. 
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ration of foods, drugs, devices, and cosmetics in interstate and foreign 

erce. This agency is responsible for the policing of domestic narcotics. 

United States Public Health Service, Department of Health, Education, and 

The Service is responsible for varied activities—for example, port of 
examinations; supervision of medical services in Federal penal institutions; 
ration of Federal hospitals, such as marine hospitals in the larger ports, St. 
ibeth’s (for mental patients) in Washington, D. C., the drug addict hospitals 
Lexington and Fort Worth, and the National Leprosarium; research and per- 
nel training in the fields of mental health aud of chronic and communicable 
se control; and administration of grants-in-aid to States for such purposes as 
tal construction and control of communicable diseases. 

Bureau of Human Nutrition and Home Economics, United States Department 
culture.—Of primary importance to families is the reasearch done by this 
on problems concerning food, clothing, shelter, and homemaking. The 

iu also aids farmers by discovering and developing new uses for farm products 

{ helps manufacturers by supplying new data useful in improving their products 
itput. 

Federal Extension Service, United States De partment of Agriculture.—This 

in cooperation with the State land-grant colleges, brings the results of 
nuing research to the rural community, employing home demonstration 
ts and other workers who deal directly with individuals and organizations. 

School lunch program, United States De partme nt of Agricult ire. We support 

ate appropriations to carry out the school lunch program as provided in 
Law 396. 

Bureau of Labor Standards and Waqe and Hour Division, [ nited States 

tment of Labor.—The Bureau’s concern is development of sound labor stand- 

neluding standards for youth employment and promotion of their adoptio 
s agency also conducts child labor and youth employment research. The 
s charged with enforcement of the Fair Labor Standards Act. which 
es regulations governing child labor in industries operating or producing 
upment in interstate commerce. 
ergency aid for school huildi ng ¢ onstruction 
hool enrollments continue to make headlines, and the pea 
j 


k has not been 


hed. Every State faces building shortages, makeshift classrooms, and unsafe 
ires. A national emergency is upon us. Emergencies require special 
sideration. Legislation to help States provide these necessary classrooms is a 
st.’ Children’s needs can’t wait. Reports from the White House Conference 


Education will in all probability influence legislation in this field 


; ‘ 
Library services 


We support legislation to promote the further development 
ices in rural areas. 


Delinquency——prevention and control 
We support legislation that will provide Federal assistance to, and cooperation 
States in strengthening and improving State and local programs for the 
ention, control, and treatment of juvenile delinquency. 
ternational relations 
is the policy of the National Congress of Parents and Teachers to support the 
ted Nations and its component parts as the best basis for international cooper- 
Our principal legislative concern is support for the United Nations Educa- 
nal, Scientific, and Cultural Organization; the Food and Agriculture Organiza- 
the World Health Organization; and the United Nations International! 
ldren’s Fund. 


Postal rates increase 

We oppose legislation that would eliminate special rates for th« 
brary books and the special second-class mailing rates now available to n 
organizations such as the National Congress of Parents and Teachers. 


CONTINUING CONCERNS 


In other years the action program has included support of measures to abolish 
lock booking and blind selling of motion picture films; support of the general 
nd toward grade labeling of products; support of legislation providing certain 
:ppropriations for the extension divisions of State universities and land-grant 
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of special services required for the education of p 

ic ap ped children; support of « levelopment of a program of emergency 
Armed 

ice; support of 1 


S ipport 
for wives and infants of enlisted men in the 
legislation providing for extension of library service 
support of legislation to prohibit r: 


920) 


1 infant care 
labor amendment: 
broadcasting of advertisements of alcoholic beverages, and op) 

Although technically the child labor a 
most of the results that would ha 


al 
the child 
galizing of a national lottery 
States for action, 

have been accomplished by other legislati 

WwW. Wi 


to les 
> the 
That 


it is still before 
ratification | 
mn these subjects is anticipated at this time 
Mr. Edward 


met! 
achieved by its 
Chairman Sita. | that 
representing the Wine Institute, has a statement to file. 


No actior 
understand 


2, SO W 


ment may be filed for the record 
of witnesses, and everybody « Ise 
ae 


That exhausts our lis 
adjourn until tomorrow morning at 10:30 in the morning 
the hearing was adjourned, to reco 


(Whereupon, at 4:20 p. m 
m., Tuesday, January 17, 1956.) 
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TO PROVIDE REVENUE FOR THE DISTRICT OF 
COLUMBIA AND FOR OTHER PURPOSES 


TUESDAY, JANUARY 17, 1956 


CONGRESS OF THE UNITED SraTes, 
Joint SUBCOMMITTEES ON FiscaLt AFFAIRS 
OF THE HousE AND SENATE COMMITTEES 
ON THE District oF CoLUMBIA, 
Wash ington, D. &. 

lhe subcommittee met pursuant to call, at 10:40 a. m., in room 
P-38, the Capitol, Washington, D. C., Hon. Howard W. Smith 

esiding. 

\lembers present: Representative Smith (presiding); Senators 
Bible and Frear; and Representatives O’Hara, Allen, Jr., and Talle. 

\lso present: Senator Olin D. Johnston (South Carolina); Leo A. 
Casey, clerk, and William P. Gulledge, counsel (Senate committee); 
William N. McLeod (clerk) and Wendel E. Cable (minority clerk) 
House committee). 

Chairman Smita. The committee will be in order. And we will 
hear from George D. Riley of the A. F. of L. and CIO first. 

Mr. Riley. 


) 


STATEMENT OF GEORGE D. RILEY, LEGISLATIVE REPRESENTATIVE, 
AMERICAN FEDERATION OF LABOR AND CONGRESS OF IN- 
DUSTRIAL ORGANIZATIONS 


Mr. Riney. Mr. Chairman and gentlemen, my name is George D. 
ley, legislative representative, American Federation of Labor and 
mngress of Industrial Organizations. 
| also am presenting the views of the Washington Central Labor 
lion and the Industrial Union Council of the District of Columbia. 
On behalf of the American Federation of Labor and Congress of 
lustrial Organizations, I wish to present a number of considerations 
o the members of your committee on the proposals embodied in H. R 
S168. As an organization with our national headquarters here in 
Washington and thousands of our members workers and residents of 
the District, we are naturally keenly concerned in the revenue and tax 
problems confronting the District. 

H. R. 8168 proposes a number of tax increases for District of Colum- 
ia residents, made up as follows: 


Estimated income revenue 


ange in rates and decrease in exemption of personal income tax - - 
Increase in tax on wines 
Beer tax, increase from $1.25 to $3 per barrel 
lax rentals on tangible personal property at 2 percent - ---- 
“stablish a 2 percent tax on admissions 
stablish a 2 percent tax on communications._._-_---~--- 
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The total revenue anticipated from the enactment of the al 
proposals is $6.05 million. 
The District Commissioners have also committed themselves to a 
increase in the real-estate tax of from $2.20 to $2.30 per $100 of as. 
sessed value, effective July 1, 1956, to raise an additional $1.9 millio 
yearly. District residents are therefore faced with the immediat 
prospect of a rise of approximately $8 million yearly io local tay 
It is our further understanding that the Commissioners are requesting 
an increase in the Federal payment to the District that will bring }; 
to a level of $22 million yearly. 

It is apparent that the provisions of H. R. 8168 are designed pri 
marily to meet the immediate and urgent needs for more reveny 
precipitated by the annual pay raises of $8.2 million for District 
ployees approved by Congress. 

The bill does not make adequate provision for insuring that 
United States Government, as the major employer and _ proper' 
holder in the District, contributes its proper share of currently neede 
revenue. To the extent that the bill fails to provide such assurance 
it carries with it the threat of future tax increases for District residen 
without assurance of a proper and corresponding increase of responsi- 
bility on the part of the Congress for meeting its share of such increased 
taxes. 

According to data provided by the District of Columbia govern- 
ment, less than half (47.4 percent) of the land area of the District of 
Columbia is taxable, the balance being made up of United States 
and District of Columbia property (46.4 percent) and privately owne 
ts X= exempt property, including those owned by foreign government 
(6.2 percent). Since approximately 40 percent of the assessed valu 
of the land and improvements in the taxable area are exempt fron 
taxation, the District government is providing services for extensi 
untaxed areas. 

During an earlier period in Washington history, this fact was recog 
nized by congressional appropriations for maintenance of District 
services which approximated 50 percent of local resident tax contribu- 
tions. The extent of the decline of the Federal recognition of 
responsibility more recently is shown by the circumstance that fo 
the fiscal year ending in 1954, the United States Government co 
tributed only $18.2 million for support of necessary services—lt 
percent of the $111.8 million of total revenue from various types ot 
taxes (pp. 25, 36, Compendium City Government Finances in 1954 
U.S. Department of Commerce) paid by residents of the District. 

We urge that any revenue act enacted for the District of Columbia 
provide that the Federal Government furnish a substantially higher 
proportion of financial aid to the support of current and futur 
District needs. 

H. R. 8168 proposes to make the personal income tax more effectiv: 
through lowering the exemptions and increasing the rates. Th 
AFL-CIO is on record in support of the personal income tax at gradu 
ated rates in preference to general sales taxes and various nuisance 
taxes on consumers. 

H. R. 8168 provides for personal exemptions in the District that 
would be substantially the same as in Virginia. Under the rates 
proposed in H. R. 8168 those with taxable income up to $5,000 
would pay approximately the same amount of income tax in the 


eS 
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trict ($125) as in Virginia ($120). On taxable incomes above $5,000, 
vever, the Virginia taxpayer is subject to the top rate of 5 percent, 
as H. R. 8168 proposes a 2% percent rate on the first $5,000, 
tax inh le income, with successive increments of one-half of 1 per- 
on each additional $5,000 of income up to a maximum of ! 
cent on taxable income in excess of $25,000. 

‘axpayers in the upper-income brackets in the District obviously 

ld be subject to considerably lower taxes under H. R. 8168 than 
Virginia. District residents in all brackets, moreover, would con- 
ie to be subject to a sales tax which is not in effect in Virginia, as 
ell as to the increased income-tax levies. 

Contrasting the H. R. 8168 individual income-tax proposals with 

e Maryland income-tax law, it is obvious that the uniform 2-percent 

e on all taxable earned income in Maryland would, by offering a 

saving, provide an incentive for District taxpayers to establish 

esidence in Maryland, unless the bill were amended to eliminate this 
possible advantage. 

It should be noted, moreover, that the Maryland sales tax is less 
burdensome then the sales tax in effect in the District, in that it does 
not apply to food, regardless of place of consumption, and is not 

lected on sales below 51 cents. 

In summary, we would say that the proposal to make the District 
ncome tax a more effective revenue producer has merit and should 
be supported, particularly if it were made part of an overall plan to 
eplace burdensome taxes on consumeis. However, H. R. 8168 pro 
Joses increasing already existing taxes on consumers by approximately 
$2.2 million yearly by subjecting rentals of personal property, admis- 
sions, and local telephone services to the 2-percent sales tax ard in- 

‘asing the taxes on beer and wine. Virtually all these items are 
lready heavily taxed by the Federal Government. We are opposed 

the proposal to increase these local levies on consumers either 
through the imposition of sales taxes or through increasing existing 

cise rates. 

To the extent that H. R. 8168 moves in the direction of putting the 
District tax system more nearly on the basis. of the ability-to-pay 
principle, we believe it merits support. However, in this connection 
ve would point out that it falls short of its objective for reasons other 
han those we have referred to previously. 

It makes no provision for increasing revenue through possible 
hanges in taxes on banks. The District Government estimated 
possible revenue increases through upping the rates on banks at from 
$265,000 to $805,000 yearly. 

There is no provision for taxing unincorporated business in which 
capital is not a material income-producing factor, and which derives 
the bulk of income from services under the 5 percent business franchise 
tax. 

Yet it is estimated that taxation of such personal service business 
vould yield $1,350,000 yearly. 

Similarly, there is no provision in H. R. 8168 for the taxation of 
fe insurance companies which, according to District Government 
ata, enjoy a favored tax position and should pay from $575,000 to 
1,150,000 yearly in additional taxes. These neglected sources of 
possible tax revenue, if accompanied by elimination of all loopholes 
xempting individuals, groups or corporations because of employment, 
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residence, or status from the payment of their fair share of ta 
would provide the logical complement to the proposed amendm 
to the District income tax law. 

The District requires an integrated tax program that would , 
maximum assurance of equity and economic stability now an 
the future. We believe this can be most speedily assured by adop 
of the following program: . 

1. Reassessment of all real property in the District of Colum! 
and the levying of property taxes at a rate adjusted to 100 per 
valuation of not less than the average adjusted property tax rat: 
comparable population group cities. 

2. Basing the Federal payment in lieu of property taxes mo 
nearly on the extent and value of Federal property in relatio1 
extent and value of all District property. 

3. Retention of a District corporation franchise tax, unincorporat 
business franchise tax, and personal income tax, with adequat 
exemptions and graduated rates to apply to all residents, employees 
and businesses, at levels sufficient to provide revenue necessary 
supplement property tax revenue. 

4. Federal payment of a lump sum annually in lieu of all taxes 
other than property taxes. 

5. Retention of license fees and service charges, at the level of tho 
levied in cities of comparable population. 

6. Immediate elimination of the 1 percent sales tax on food, and 
speedy reduction and eventual elimination of the 2 percent gen 
sales tax. 

May | respectfully request the members of your committee, on behal! 
of the AFL-CIO, to amend H. R. 8168 to achieve the objectives 
outlined above. 

Chairman Smiru. Thank you, Mr. Riley. 

Are there any questions? 

Senator Frear. I have none. 

Senator Breve. I have none, thank you. 

Mr. O’Hara.-Mr. Riley, in connection with one of your recom 
mendations—and I appreciate that you have given a lot of thoug! 
to the tax problems 

Mr. Rriey. | have tried to be constructive in my criticisms. 

Mr. O'Hara. But we ran into this in reference to the taxing of li! 
insurance companies in the District under the hearing we had upo: 
the previous tax bill, and they were included in that bill. 

Under the reciprocal laws of the States any tax that was imposed 
upon life insurance companies here would mount up tremendously 
any tax imposed upon the insurance companies doing business in th 
District of Columbia, and would be a tremendous burden throughout 
the country. That was stricken out of the bill. After going into it 
we were convinced that it would amount to an inequitable tax, and 
for that reason it was eliminated. I don’t know that I agree with th 
reciprocal provisions, but nevertheless, there they were. This is a 
painful proposition to the committee, Mr. Riley. 

Mr. Ritey. You have my sympathy, I am sure. 

Mr. O’Hara. Those who are going to pay the bill are entitled, 
think, to the sympathy. 

Mr. Riney. They will have reciprocity of sympathy. 

Mr. O’Hara. That is all, Mr. Chairman. 
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irman Smira. Thank you very much. 


Norman Glasgow, counsel for the Hotel Association of Wash- 


ATEMENT OF NORMAN M. GLASGOW, COUNSEL, HOTEL ASSO- 
CIATION OF WASHINGTON, D. C. 


Gtascow. Mr. Chairman, and members of the committee, 
me is Norman M. Glasgow. This statement is signed by the 
nt of the Hotel Association, Mr. Herbert Blunck. [Reading:] 


Hotel Association of Washington, D. C., Inc., composed of 34 of the more 
t hotels serving this city, requests that this letter be made a part of the 
of the hearing before your subcommittee on the matter of ‘‘To provide 


for the District of Columbia and for other purposes for the fiscal vear 


members of this association recognize that it is the hotel industry’s civic 
1 responsibility to pay their fair share of taxes to support and maintain 
vernment of the District of Columbia. They sincerely believe that local 
pay substantially heavier taxes than the hotels located in other cities pay. 
lustrate, the 34 hotel properties paid in excess of $1,336,000 in real estate 
the tax year of 1956 which amounted to approximately one-thirty-second 
total real estate taxes collected by the District of Columbia Government 
year. 
ther increases in real estate and other taxes are forecast for the fiscal year 
inder the proposed budget submitted by the District Commissioner at this 
The association believes that it would be unfair to impose these further 
‘reases because the hotels are now paying more than their fair share of taxes. 
Hotel Association believes that the proposed tax increases called for in 
District of Columbia budget for the fiscal year 1957, if approved, will be a 
s deterrent to the general economic health of the District of Columbia 
se there are no large industries or businesses located here that can increase 
productivity through automation. 
reased taxes to local hotels must necessarily require higher prices or reduc- 
services. The cost of living in the District of Columbia is now one of the 
st in the country, and it is respectfully submitted that the high tax burden 
ributes materially to the high cost of living. 
Hotel Association sincerely believes that the Federal Government should 
tantially increase the payment to the District of Columbia for the fiscal 
1957 and thereby eliminate further tax increase at this time. The confi- 
of the businessmen in the District of Columbia is being seriously under- 
1 by the substantial tax burdens that the taxpayer of the District of Columbia 
face. Further tax increases at this time will add to the long list of large 
payers that have moved to the suburban area where they enjoy more favor- 
tax rates. This trend, if not checked, will increase the already heavy tax 
ns placed upon the remaining taxpayers of the District of Columbia. 
ther increases in tax rates may produce less revenue because of the operation 
law of diminishing returns. 
al hotels are expending considerable money and energy to make Washing- 
D. C., the finest hotel and convention city in the country However, the 
try needs the cooperation of its Government. Competition from other cities 
more favorable tax rates has created serious and unfair economic compe- 
) the local hotel industry. 
hotel industry is faced with increasing competition from private clubs now 
tted to cater to group business where the charges incurred are not paid by 
nember. There is further competition from country clubs as well as the 
s in military installations located in suburban areas surrounding the Dis- 
t of Columbia, all so-called nonprofit institutions with no taxes or more favor- 
taxes and regulations. There is also the competition from many hotels and 
transient lodgings located in the areas adjacent to the District, enjoying 
favorable taxes than in the District. 
the year when some congressional leaders have announced possible tax re- 
ctions, and there is strong tangible evidence that no further increase in taxes 
be imposed by the States of Maryland and Virginia, the taxpayers of the 
trict are once again faced with a substantial tax increase which will fall largely 
the business interests of the community. 
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The hotel association, although it has no direct financial interest, opposes + 
ests ablishr nent of municipally operated retail liquor outlets in this city fe r t 
reason that it would destroy property values built up at considerable exp, 
and effort by residents and taxpayers of the District of Columbia. 

It is respectfully urged that the Federal Government increase its payment { 
the District of Columbia in an amount that would eliminate the need for furt} 
tax increases upon the taxpayers of the District of Columbia for the fiscal] 
1957. 


Respectfully submitted. 
HERBERT C. BLUNCK, 
President, Hotel Associat 
Chairman Smirx. Thank you, Mr. Glasgow. 
Any questions? 
Mr. Atten. May I ask a question about the second paragr: 
on page 2. The statement is made: 


The hotel industry is faced with increasing competition from private clubs 
permitted to cater. 


And so forth. 

Is it your thought that there are similar businesses being carried 
under a different tax burden within the District? 

Mr. Guiascow. Yes. There is competition from some of the local 
clubs, without naming specific clubs, that are permitted to carry on 
activities that are comparable to the hotel industry, and some of these 
club activities are not subject to regulation by the District of Colum- 
bia, and not subject to the food-inspection laws, are not required to 
purchase certain licenses, and are permitted to commingle their funds in 
such a way that these nonprofit activities are permitted to escape taxa- 
tion. It is not like the real-estate tax law in the District of Columbia 
which gives exemption on the basis of use and not ownership. Under 
our real-estate tax, a specific piece of property must be applied to a 
purpose that is entitled also to tax exemption. However, under our 
income-tax law there is no separation of activities, and it is possible for 
a private club to commingle its nonprofit activities with its profit 
activities, and in effect, subsidize the members through engaging i 
commercial enterprises. 

Mr. Atutpn. Without naming the clubs, could you tell us the type 
Are they Army and Navy clubs, or country clubs; are they the type of 
association you have in mind, or just what? 

Mr. Guascow. The military clubs in the surrounding areas make 
available their facilities to organizations and group meetings, and 
announcements are made over the radio all the time stating that such 
and such an organization is holding a meeting at such and such an 
Army post or Army installation, or in a certain club within the city 
And those members come in and pay a charge, it is more or less open 
to the public, anyone that belongs to that group. 

Mr. Auuen. Is the amount of business that is going there a sub- 
stantial percentage of the hotel business? 

Mr. Guiascow. Of the food line of business, it is an opening wedge, 
and that type of business is increasing, and the hotels have lost 
many profitable accounts, because we cannot give the same price that 
a private club or a military installation can give. 

Mr. Auten. Is it your implied suggestion. that the taxes on those 


institutions should be increased so as to be about the same as on 
hotels? 
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Mr. Guascow. Yes. I think with respect to installations of 
if they want to engage in competition with hotels, with 
industry, they should compete on an equal footing. 

\ir. ALLEN. Have you any idea how much taxes would result if 







were done? 
\fr. Guascow. I think the amount of taxes would be fairly small. 
\Mir. O'Hara. Of course, we wouldn’t have any jurisdiction over 
se operations except the ones within the District of Columbia, 
s bill wouldn’t go into anything without its jurisdiction. 
\ir. Guascow. I appreciate that fully. But most of the competi- 
1 is coming from clubs within the city. 
Chairman Surrx. Thank you very much. 
Kirkpatrick. 










STATEMENT OF SCOTT L. KIRKPATRICK, REPRESENTING THE 
NATIONAL THEATER 


Mr. Kirkpatrick. Mr. Chairman and gentlemen, I wish to thank 
ou for this opportunity of appearing about the proposal of the 
2-percent admission tax. 

The present economic unhealthiness of the legitimate stage theater 
is shown in the number of weeks which its two legitimate stage the- 

ters were closed during the past year. From January 1 to December 
31 of the year just ended, the National was closed for a total of 20 
weeks. In other words, the condition of the road is so precarious 
hat the National Theater was not able to obtain bookings for a total 
of 5 months during the just ended calendar year, and the other 
legitimate theater had an even greater number of dark weeks. 

This incredible number of dark weeks in the two legitimate thea- 
ters in Washington threw many heads of District of Columbia families 
out of work. When the two legitimate theaters in the District are 
open they are the employers of a large number of local people, and 
the number would surprise those who are not connected with the 
rofessional theater. 

For instance, during the present engagement of the D’Oyly Carte 
opera at the National, employment is being given to 17 Washington 
musicians, 16 Washington stage employees, 8 members of the Wash- 
ington local of the Wardrobe Union, 3 members of the Treasurers and 
Ticket Sellers Union, and a host of others, such as telephone operat- 
ors, ticket takers, cleaners, porters, ushers, stage doormen, and 
clerical workers. 

In other words, everything about the work at the two living theaters 
in the District gives employment to living people. 

It is not like a recording in which you have the initial cost only 
once, and then can play it a thousand times. The Jegitimate stage 
theaters can give eight performances a week only. And you have the 
initial cost repeated eight times, because employment is being given 
to people in the flesh in every department. 

Employees of the two stage theaters in Wasbington, including the 
union employees, work much longer hours than other professions. 
This is permitted by the theatrical unions undoubtedly because there 
is such a high percentage of unemployment in the stage theater busi- 
ness. 
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As a result of its uncertain financial returns, it is expected 
those fortunate enough to have employment will accept | 
hours. 

The 5-day week has long been the privilege of Government wor 
and most of private industry. Not so with the employees of ¢| 
legitimate stage theaters. It is still on a 6-day workweek basis, a: 
there are no complaints about this from the theatrica] unions, bec 
they realize that it is necessary for an industry that has continvo 
shrunken in size during the past 40 years. 

As you gentlemen know, the price of most everything has dou! 
and some have tripled during the past 20 years. But there has bee 
very little change in the price of stage theater tickets during 
period. Why? Because the public on the road resists adamant 
even small increases in ticket prices, much less those that would n 
the realities of the present situation. 

Last year the New York City Center Opera Co. considered playing 
the National, but decided against it because of the public’s refusa 
to accept the substantial increase in the usual prices that would | 
necessary for this outstanding company to come anywhere nea 
breaking even. 

A new industry, television, has brought very serious and as yet 
unsolved problems for the theatrical road attractions. I do not refe 
to the competition from this free entertainment. I refer to the fact 
that it is becoming increasingly difficult to get performers to lea, 
New York, because they explain that if they get 1 day’s employme: 
on television, they make as much as they would for a month on 1 
road. 

In addition, they are afraid that if they are out on the road, t! 
might get called for a television appearance that would be the big 
break for them, and if they are out on the road they will miss out on it, 

However, I do not wish to dwell any further on the negative aspect 
of the proble m. Fortunately, the trend both in this country and 
abroad bas been to giv » assistance to what is left of the living theater 

A good example is the State Legislature of Virginia which, about 8 
years ago, voted an appropriation to assist its leading State theater, 
the Barter Theater of Abington, Va. Since that time several addi- 
tional appropriations have been made to it by the State of Virginia. 

I sincerely hope you gentlemen agree that no additional burden 
should be imposed upon the living stage at the present time. The 
spoken drama, religion, great music, the arts, are not a luxury. They 
are the finest hallmarks of a civilization. They are the priceless herit- 
age that must be preserved for future generations of Americans. 

The last time the late Grace Moore visited Washington, I handled 
her publicity. Perhaps some of the reporters were present at her press 
conference in the home of the late Evelyn Walsh McLean. Miss Moore 
had just returned from an extensive concert tour of Europe, and a 
visit to the Potsdam Conference. At the time of the press conference, 
she was going to sing the next evening in Tosca at Constitution Hall. 
Miss Moore told the reporters—and she was the first, since then 
Secretary Dulles and others have pointed out the Russian situation 
with regard to the arts—Miss Moore said she would like to get on the 
housetops and tell Americans how important, how all important it 
was that the United States build and extend its cultural life as much as 
its material and military preparedness. She said that Russia was 
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ng her great ballerinas and violinists throughout Europe, but we 
sending acrobats and girlie leg shows to entertain our troops. 
aid that as a result the Europeans who mold public opinion, the 
ents, and even the bigher types of GI in such cities as Vienna and 
n were going to Russian entertainment. She ended by saying 
America, with its great wealth, was powerful enough to develop 
dynamic and creative cultural life equal to its material and military 
esources, 
[he two living theaters in Washington certainly represent major 
arks in the preservation and promotion of the latest combination 
he contemporary American creative art of the spoken word, music, 
trv and painting. 
In view of the fact that the National Theater, which is completely 
‘conditioned, was dark 5 months of the vear, and the other living 
eater in the Nation’s Capital was dark even more, I sincerely hope 
you gentlemen will agree it is not wise to impose an additional 
ix at this time. 
| wish to thank vou very much for giving me the opportunity to 
press my opinion. 
Chairman SmirxH. Thank you, Mr. Kirkpatrick. 
{ny questions? 
That is all. 
\ir. John Powell, of the Washington Baseball Club. 


STATEMENT OF JOHN E. POWELL, SECRETARY AND COUNSEL, 
WASHINGTON BASEBALL CLUB 


\ir. Powerit. Mr. Chairman and members of the committee, my 
tame is John E. Powell. I am secretary of the Washington Baseball 
Club, and also its counsel. And I appear today pursuant to directions 
of the board to oppose title 5 of the bill which would provide a 2 


percent tax on admissions. 

Last year we finished in eighth place, as the public knows. And 
ve drew at home 425,000. 

Senator Frear. Paid admissions? 

\ir. Poweiu. Paid admissions. Our best calculation is that the 
effect of the bill per he ad would be a cost of approximately 3% cents. 
If so, that on last year’s attendance if we were to pay the money out 
of our own pockets, it would mean that we would pay the District 
$18,000. We hope to draw more than the 525,000 in 1956. We 
hope to draw at least 600,000, and on that basis the tax would mean 
something in the neighborhood of $20,000. And we cannot absorb 
that amount, much as we would like to; we cannot absorb it by reduc- 
ing the basic amount of our ticket. So we must pass it on to the 
public, as the bill contemplates that we should. That means that in 
the case of every ticket there is going to be some odd cents collected, 
running from 5 cents on the box seats which sell at $2.50, down to 

cent on some other tickets. On some days we have had, and hope 
to have again, crowds of 25,000 or 30,000. And vou gentlemen can 
readily see how much that complicates the ticket seller’s life when he 
has to collect on each ticket 1 cent to 5 cents. It necessarily means 
that the time required for the admission of the public to the park will 
be increased. 
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We also think that it will have, as a previous speaker indi 
depressing effect upon our attendance. As it stands now, a 

can take himself and his son to the game and buy 2 box seats fi 

[f a tax is imposed, he has to break another bill, and while that 

be a slight amount, it is nevertheless a factor, people are relucta: 
go into another dollar. So we do think it will have a depressing . 

upon our al tendance. 

Looking at it from the publiec’s point of view—and it is becau: 
the public point of view that I am here—I need only point out 
importance of baseball in American life. The opening game is quit; 
an event. This year we will have the all-star game played in hono 
of Mr. Griffith. The people who attend our games are fathers 
their children, by and large, so that a large part of the proposed 
would be paid by family groups, and it will add up in the cours 
the vears 

We think that in view of the importance of the Washington B 
ball Club to the National Capital, the importance of the game b 
in the National Capital and on the national scene, it should be 
couraged rather than discouraged. And for that reason we ask 1 
this proposed 2 percent tax not be enacted. 

Chairman SmirxH. Thank you, Mr. Powell. 

Any questions? 

Mr. O'Hara. Just one question. What kind of a ball club 
you voine to have? 

m@ Mr. Powe. Well, it will have a lot of new faces, and it will b 
much younger than anything we bave had for some time. As to 
quality, we hope it will be good. 

Thank you very much. 

Chairman SmirH. Mr. Patrick Hayes. 


g~ 


Lil( 


STATEMENT OF PATRICK HAYES, HAYES CONCERT BUREAU 
AND CHAIRMAN, WASHINGTON CULTURAL COMMITTEE, 
WASHINGTON BOARD OF TRADE 


Chairman Smirx. Will you identify yourself. 
Mr. Hayes. My name is Patrick Hayes, 1108 G Street NV 
Washington, D. C., proprietor of the Hayes Concert Bureau. 

I also speak as chairman of the Cultural Development Committe: 
of the Washington Board of Trade. 

I appear before you gentlemen to make a vigorous statement of 
our position on the 2 percent proposed tax on admissions. 

At the outset, I challenge the figures submitted by the District 
Commissioners to show that this tax would produce for you $500,000. 
If my arithmetic is correct, that means $25 million in admissions. 
Unless the District Commissioners know something that we profes- 
sionals don’t, that is an exaggeration of 40 percent to 50 percent. 
And I will be willing to stand corrected. We would hope that their 
estimate for 1956 with their inside knowledge would prevail so that 
we would all enjoy a bonanza in Constitution Hall, the theaters and 
the ball parks. 

To be sure, I sent a telegram to Mr. Schuyler Lowe, of the Com- 
mission—and I received a reply—asking, if this tax bill were passed, 
what would be the definition of the character of the offices, particularly 
with reference to those recognized by you in the bill of November |, 
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as to noncultural, educational, and the like, and our symphon 
rts, operas, and the like. 

vas telephoned by the Assessor’s Office in reply to that telegran 
riven the assurance, and [ quote, ‘““There will be no exemptions 


ever 

that is true, let us start with the Library of Congress, where vou 
lemen are concerned. For the chamber music events there is 
a service charge of 25 cents. It is an admission. What is 
ent of that? There are many foreign Embassies in the cit) 
h ove benefit concerts for foreign relief, or cultural events 
own country, which is often done, which is the basis for a tax 
ere no exemption there? Please note that such foreign artis 
actions as the Sadler-Wells Ballet, and the Berlin Philharmoni 
the Vienna Philharmonic orchestras are exempt, specifically wit 
‘nee to the 10 percent admissions tax. If they can come nov 

ill cities except Washington to enjoy that exempttiol will we b 

one to charge them 2 percent here? 

lwo months ago I went to a church in Washington to hear a benef 

neert for the works of that church. That concert was tax-exempt 

1use the concert was under the auspices of the chureh. That 

ild now call for 2 percent. 

\ creat service is rendered by the District of Columbia Re reatlol 
Department, with entertainments, arts and crafts, and so fort! 
Modest prices are involved. Does that mean 2 percent? An 
sp cifically, this chamber music by American University, Catholi 
University, Howard University, and the University of Marvlan 

at of that? 

[ presume, however, that Marvland is not involved—with tl] 

odest charges, will 2 percent be involved there? 

On February Ist, the splendid National Symphony Orchestra an 
ts association will again go before the public to ask for over a quarte: 

million dollars to pay the bills they can’t get enough money out 

{ admissions to pay. And you gentlemen recognized it in 1951, you 
ognized that need, and they got an exemption in the admissions 
But if this principle of no exemptions whatsoever holds, wil 

‘Symphony, besides asking you for relief in one area of the admis- 

ns tax, be asking the public for money in another area, and stil 

ve to be nicked for 2 percent? 

[ point out to you quite frankly, it is a deterrent to business. I as 
ommercial operator and in November alone paid $303,000 to 1 
Director of Internal Revenue in Baltimore for admissions for the 
month of October. When I tell you that my margin is far less thar 
at, | am telling you the truth. I predict to you that the line will 

on the right for pressure, and I don’t see how it 

starting with these specifics which I have mentioned, for an 

xemption here and there. And if you deny one exemption, I don’t 
see how you can deny it to all the others. 

Should you do that, here is my position as one small entrepreneur 

ving to hold out. When you put an artist like Arthur Rubenstein 

the stage of Constitution Hall, and charge $3.60 admission, h: 
plays the works of certain composers on a Steinway piano, and 
10 percent admissions tax is paid, and yet one month later any non- 
profit musical group, specifically the National Symphony, can put 
the same artist on the stage to play the same works by the sam: 
omposers and charge the same $3.60 top, and there is no tax. 
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could be re- 
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To offset it, what I would have to do, instead of $3.60, add 
cent to $3.96, and if 2 percent goes in there also, it would quick 
over $4. You can see what I am driving at. 

Our choice is always to absorb or pass along such a tax. 
point was very well handled by Mr. Powell, who preceded me. 
absorb it would be a serious matter of a few thousand dollars a 
To pass it along is to add another deterrent to customers to come ti 
concert. 

[ omitted two interesting items. You pay 10 cents to go uy 
Washington Monument. What is 2 percent of that? You pa 
cents to go into the Lincoln Museum on 10th Street, and the 
Theater across the street, and they will qualify under the no ex: 
tions whatsoever. 

I appeal to you not to reverse your own tax philosophy arrive: 












| 


over a period of 5 years, which went into the law of November 1, 195 


which was not to have direct taxes on those areas of our national 
specifically what is known as the cultural arts. And in fact, in t 
| hope that you will give favorable consideration to the bill no\ 


your hopper, introduced by Congressman Frank Thompson of N\, 


Jersey, to eliminate the remaining 10 percent on lectures, in w! 
many of you gentlemen participate, on lectures, concerts, and leg 
mate theater admissions. 


I never like to be in the position of saying, “‘Don’t look at me why 


you want taxes.”’ There are areas, I believe, within our field of 
theater and music which might produce revenue, but abhor 
thought of another 2 percent direct tax on such events. 


[ would suggest, as I did to the District Commissioners, that t! 


review the whole license situation. 1 haven’t mentioned the Phill: 


Art Gallery and the Corcoran, because there is no charge for thos 
events. ‘They choose to give that music to the public, and yet it 
competition. I believe our license tax situation is ridiculously sma 


compared to the volume of business we are doing in the city in 
theater and in concert. 


[ point out to you also that attractions or artists will come to ou 


city, stay for 1 day or a few weeks, in the case of the theater and w 


walk out with a handsome sum of mone y, and yet they are not subject 


to any tax except as they eat, live and drink. Might they not 


subjected to leaving behind a certain amount if X dollars are tak: 


in? And they could take it off their Federal income tax. 


In short, there are other ways of doing this. I am in sympat! 
with the program, I am proud of the National Capital, but I think 


iere are other ways that wil! produce revenue. 
tl th ys that wil! | venu 


Mr. O’Hara. I don’t qualify as an expert on the cultural end 


things, but I was over in Russia last year, last fall, and I had 
opportunity to observe some of the culture. I saw the opera 


Moscow. It was magnificently done, the personnel was magnificent 


and the ticket was $9. 
Mr. H AYES. Was that hard money or rubles? 


Mr. O’Hara. No, that is the exchange, it is $9 for the ticket, 


our culture is a little cheaper over here, I will say that. 


Mr. Hayes. I am relieved to hear that. We had quite an experienc: 
this year with Russian arts, as you probably followed it in the press 
and the whole reaction was a splendid one. And our company of 
Porgy and Bess is in Moscow right now with the support of our 
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rnment and has received quite an acclaim. We are not the 
ete barbarians they have been telling us we were for the last 
ears. 

Senator Frear. I might add that you don’t have to go to Russia 
e Russian art, | think some of the public galleries in this country 

play it. 

\fr. Hayes. Graphic arts, painting and so on. 

Senator Frear. Yes—of which I am ashamed. 

\fr. Hayes. Music and the theater. 

Senator Frear. Yes. 

\ir. TatLe. I was intrigued by your statement that you believe 

re are areas in the field covered by your testimony that would be 

her good for taxation and I am interested in knowing what those 


\fr. Hayes. I think nobody should be exempt. I referred to two 
pecifie areas, the general system of license taxes, the privilege of 
jing business, both as to the place where something takes place and 
entrepreneur’s license. And the other might be the consideration 
taxes on the amount paid to an artist when he appears or plays 
theater. In short, there is a dollar on the barrelhead and it comes 
at the box office and where does it go? 
But don’t put an additional 2 percent on the dollar before it gets to 
Dox office. There might be a committee employed. Mr. Kirk- 
itrick has already testified to that, I am here, Mr. Krouse of the 
theaters is in the hall. If we sit down together we might come up 
vith some recommendations. 
Mr. Tatie. I would be interested in your recommendations if you 
hoose to submit them. I can assure you that, at least, I as one mem- 
of the committee will look at them carefully. 
\M[r. Hayes. It really would embrace the whole field. 
Mr. Tautie. That is all, Mr. Chairman. 
Chairman Smrrxa. Thank you. 


1 


STATEMENT OF EDWARD D. HOLLANDER, REPRESENTING 
WASHINGTON CHAPTER OF AMERICANS FOR DEMOCRATIC 
ACTION 


\Ir. HoLLANDBR. My name is Edward Hollander. I am appearing 
here on behalf of the Washington chapter of Americans for Democratic 
\ction, 

Mr. Chairman, I appreciate this opportunity. The Washington 
hapter of Americans for Democratic Action has consistently advo- 
ated a higher and more nearly adequate level of public services for the 
District of Columbia, with the full recognition that this would require 
vur taxes higher. We have again and again called attention to the 
nadequacy of our schools, which are now so much in the public notice, 
and the equally grave inadequacies in the health and welfare services. 
It is no exaggeration to say that among informed people, both in and 
ut of Washington, these services are infamous for their shortcomings. 

We are deeply discouraged by the news that the Commissioners, 
. determining the 1957 budget, have once again pared back the 
equests of the Board of Education and of the Health and Welfare 
Department as if to guarantee that the services will remain scanda- 
ously inadequate. We assume that in doing this the Commissioners 





934 PROVIDE REVENUE FOR D. C. AND OTHER PURPOSES 


have been honestly motivated by the belief that the city is approac!} 
the limits of its revenue capacity and that there is no alternative 

to resign ourselves to the present level of services, bad as they 

We would like to take this occasion to offer evidence which we beli 
refutes the oft repeated myth that the District is nearing the ‘‘satura- 
tion’? point of tax revenues and suggestions of means by whi 
additional revenues can be raised to make a beginning at leas; 
toward more adequate public services. 

In their proposals to Congress the Commissioners have visualiz: 
the need for some $10 million of increased income, including additio: 
to the Federal payment in lieu of taxes to citv. Without an opportu 
to analyze in detail the 1957 budget, we are not able to suggest 
precise estimate of increased revenue needs to finance public servi 
such as those we have recommended, but we are sure that even a fai 
start toward such programs would result in needs at least eo achi 
$15 million of additional revenue during the coming fiscal ye: Wi 
are prepared to recommend a hierarchy of proposals, in priority 
desirability toward that goal. 

In making these recommendations, we have tried as far as possil 
to adhere to what ADA considers sound public policy, namely, t} 
levying of taxes in proportion to ability to pay. For this reason, \ 
have given our highest priority to increases in the fields of individu: 
and corporate income taxes and recommend against increases in thy 
sales tax. We feel that a 2 percent general sales tax and a 1 percent 
sales tax on food is in itself a violation of good tax policy and ought 
not to be aggravated by increasing the rates or by broadening th 
sales-tax coverage. No additional sales taxes, however modest they 
may be, can be adequately justified. 

First, we should like to call your attention to the fact that the local 
taxes paid by residents of the District of Columbia are lower pe 

capita than any but 1 of 12 other cities in the same population class 

as Washington. The total taxes per capita other than Federal taxes 
in Washington in fiscal 1954 were $133.81. The average of the 12 
others was $165. In other words, the taxes in Washington, D. C 
in 1954 were about $30 less per person than the sum of the city, county 
and State taxes in other comparable States. Taxes in W ‘ashingto! 
were slightly higher than those in Arlington County, and conside rabl 
lower ae those i in Montgomery County. 

Mr. Chairman, if I may, I would like to present this chart which 
gives a summary a the facts that I have just mentioned. I am 
confident that the figures themselves are reliable. They were based 
on census reports for the last year when those reports are available 
And while red figures along the margin here vary, of course, from 
year to year, as circumstances change. and the tax rates change, | 
think the as art makes the point very clearly that the taxes in Washing- 

ton in general are not high compared to other cities but low, and we 
must face the fact that we have considerable leeway here in raising 
taxes for public services which we think we need. 

Mr. O’Hara. I wonder if the last tax bill which we passed bere was 
included? 

Mr. Hotianper. It was for fiscal 1954, sir. 

Mr. O’Hara. Did we pass one tax bill since then? 

Mr. Hotianprr. I think it was passed in 1954. I have seen other 
figures in which Washington was a little higher. I have no official 
estimates from the Census Bureau for any others. 
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fr. PHaraA. That is true. The last tax bill would not be ii 

ed in fiscal 1954 

_Lowes. That is correct, Mr. O’Hara. There are substantia! 
increases in those tax figures for the District that are just nov 
o fully reflected. The first full year of those public-works taxes 

occurred at the end of October 1955, when the second half ot! 
new individual income-tax payments was made. 

Senator Brsie. What is the per capita now? 

Mr. Lowr. The per capita now is about $155, based on a slightly) 

erent population base from that which is here. There are two 

(ferent population bases being used in some of these per capit: 

ires. One isin a Library of Congress study, and angther one is in : 

iblication of the United States Census. We will be elad to supph 
to the committee both sets of data. 

Mr. Hottanper. May I say, Mr. Chairman, the figures here wer 
supplied by the Library of Congress Reference Service. And the 
vere for the latest year. 

Mr. Lown. That is right. 

Mr. O’Hara. I should ask, I think, that the Commissioner submit 
for the record the final per capita figures as followed in the last tax bil 
which became effective. 

Mr. Spencer. Mr. O’Hara, we did submit a draft which shows 
those figures with the letter to Speaker Rayburn. 

Mr. O'Hara. It still isn’t in the record. 

Mr. Spencer. Yes; it is. 

Mr. Lower. The graft has particular value in that it averages out 
the per capita picture in all of the comparable cities, and shows that 
we are not so terribly dissimilar. 

Mr. Hoxiutanper. This one is the one that was submitted by 
District Commissioners in their record. 

Chairman Smitx. Go ahead. 

Mr. Hotzianper. The point I wish to make, Mr. Chairman, grant- 
ng that these figures, as I say, do change from year to year, in all th 

ities—we haven’t been able to get the facts that were comparable 
[ think it refutes the statement that the District of Columbia has 
reached the saturation point in its taxes and we must therefore b« 
content with the level of public services which we have at present 

We think substantial increases in tax revenues are possible. <Act- 
ially we are not proposing drastic increases. We agree with th: 
Commissioners and with a good many of our fellow townsmen that 
the Federal Government has for too long shortchanged the Distri: 
and that an increase in the Federal payment is the No. 1 source of 
increased revenue. We heartily endorsed the proposed increase of 

the Federal payment from $20 million to $22 million. We believe 
moreover, that the Congress would be more easily persuaded to 
substantial increase in the Federal payment in lieu of taxes if 
District showed its willingness to tax itself to levels of cities of which 
the Members of Congress are familiar. We have all encountered the 
reluctance of our Congressmen to provide additional Federal funds 
for the District while the District is in a favorable condition com- 
pared to other comparable cities. 

No. 1 among our recommendations for increased taxes is an increas« 
in the individual income tax. We recall the circumstances which led 
to the setting of very high exemptions in the individual income taxes 
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at a time when the city’s revenue needs were much less than they 
today. We feel now, however, that it is necessary to lowe 

exemptions and to increase the rates in the upper income brac! 
We suggest exemptions of $1,000 for a single person; $2,000 for a1 
ried person, $500 for each dependent. We recommend also an inc: 

in the rates of one-half percent on taxable income up to $15,000 \ 
rates of 44% percent on taxable income from $15,000 to $20,000 

5 percent on taxable income in excess of $20,000. This would amo 
to a substantial but very fair and much needed increase over 
recommendations of the Commissioners, which move the ri 
direction but seo go far enough. 

I would like to point out that the various personal exemptions a 
existing safegufrds will prevent our proposal from placing too heavy 
burden upon our lower income citizens. Actually, this proposal is | 
more modest than the income tax imposed on our friends across ¢ 
river in Virginia. We estimate that the changes we have recommend 
here would yield an additional $5 million revenue above the pres 
tax. 

Mr. O’Hara. You mean on income taxes alone? 

Mr. Hotuanper. Yes. 

We recommend most vigorously against an earnings tax which 
regard as one of the unfairest and most regressive form of tax tio 
possible. Such a tax has all the evils of a sales tax and none of 
virtues of a graduated income tax. There is no reason to impose su: 
a tax where progressive income taxation is available as a legal, depend- 
able source of revenue. 

We commend the Commissioners for recommending the collection 
of taxes by withholding, but see no persuasive reason why withholding 
should involve forgiveness of any part of the 1955 taxes payable 
1956. Withholding should begin July 1, 1956, rather than October 1, 
1956, with no portion of prior taxes being forgiven. 

In addition we suggest an increase in the staff of the Assessor's 
Office of whatever size is required to collect the sums of personal 
income taxes which, despite withholding, continue to evade the Dis- 
trict. To allow these taxes to escape is both poor economy and gross 
discrimination against those of us who faithfully pay our taxes. 

In line with increases in personal income taxes, we recommend a1 
increase in the corporate income (franchise) tax and the unincorpo- 
rated business franchise tax from 5 to 6 percent. This would yield 
about $1.75 million and $1.5 million, or a total of $3.75 million a year. 

We agree with the proposal to increase the real property tax from 
$2.20 to $2.30 as proposed by the Commissioners. If added funds 
are needed, we would recommend an additional 10 percent increase 
in this tax rate to be accomplished by the Commissioners under exist- 
ing legislation. We feel that an increase in the real property tax, 
though never welcome, is still preferable to either an increase in the 
general sales tax or an extension of the general sales tax to cover the 
sale of services now exempt. 

We also agree with the proposals of the Commissioners for increasing 
the excise taxes on alcoholic beverages, to yield an additional $2.18 
million. The taxes in the District are now substantially below those 
in the ne ighboring States. At this rate the tax on spirits would still 
be $1.25 per gallon or 25 cents a fifth, and the tax on wines and beer 
only a fraction of this. We can see no validity in the argument that 
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ixes should be lower m the District of Columbia than in Maryland 
rginia to ‘‘maintam a sound and competitive position.”’ There 
reason to favor the liquor merchants in the District at the ex- 
of the District treasury. 

r recommendation to the joint subcommittee lead us to oppose 
lving the sales tax to local telephone calls. They require us to 
se against any extension of the sales tax to a greater portion of thi 
of revenue and against admissions tax. These taxes, as we hav: 
re harmful, and, in view of our recommendations, they would 

nnecessary methods for increasing revenue. 
\Ve wish once more to emphasize that our recommendations are for 
purpose of showing the desirable direction of tax increase rather 
the exact amount. As to the latter, everything depends upon 
budget increases required to provide the added public services 
ch we imperatively need in the District of Columbia. Our needs 
creatly exceed any which the Commissioners appear prepare 

» meet at the present time, 

In making the above recommendations, we are aware that no one 
nts pay higher taxes, and that recommending higher taxes of 
hatever kind is always a thankless responsibility. Nevertheless, 
feel that those of us who have demanded better schools for ow 
hildren and better services for the sick and the dependent must take 
he responsibility for offering constructive suggestions. It is im- 


portant to remember not only that Washington is comparatively 


chtly taxed, but that the problem that we are considering is not 


culiarly ours. Wherever one lives in the United States, one finds 
the cities and States—and for tax purposes the District is both 


} 

wrestling with these problems. The accumulative neglect of schools, 
hospitals, welfare institutions, and other public services is now catch- 
ng up. The increasing population, particularly the population of 


children and older people, makes it extremely dangerous to postpone 


he solution any longer. We in the District must accept this respon- 
sibility. 
Thank you, Mr. Chairman. 


Chairman Smitrn. Is Mrs. David Crawford here? 








STATEMENT OF MRS. DAVID CRAWFORD, REPRESENTING 
MOTHERS COUNCIL OF WASHINGTON 








Chairman Smita. Have you a statement you would like to file? 

Mrs. Crawrorp. No. 

[ am speaking here for the Mothers Council of Washington, which 
represents 53 preschool and mothers clubs and associated preschool] 
play programs operated by the Recreation Department. 

We are grateful for this opportunity to present this statement on the 
Commissioners’ revenue proposal, frankly, because we feel so strongly 
that the Federal Government is not paying its share. We are devot- 
ing all of our efforts to try and secure a more adequate Federal pay- 
ment rather than discussing the various tax proposals. As mothers, 
we are deeply concerned with the welfare of our children, we recognize 
our obligation to them, and we accept that obligation. It is really 
rather inconceivable to us that the obligation of the Federal Govern- 
ment to its child, as Senator Southard has described, is not so recog- 
nized and not accepted. We have taught our children to share in 
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the 


amply described in the Commissioners’ report. 


YE 


REVENUE 


responsibilities of our home. 


FOR 


io Gs 


We, 
tax burden in support of our city and our Government. 

sut our ability to attain for ourselves the schools, the playgrounds 
the health and welfare services that we so desperately need and sy 
sincerely desire is limited because we are citizens of a federal city 
position which imposes upon us limitations, some of which were s 


AN 


D OTHER 


Therefore, 


PURPOSES 


too, have shared a near-li 


we ret O°. 


nize that we cannot go on year after year assuming a larger tax burden 
and that the estimated expenditure of the Commissioners is rather 
more conservative than an expression of the real needs of the District 


As members of 


the Motbers Council and of the Mothers Clubs 


we are particularly interested in the preschool play program, and the 


hence, the Di 


strict 


example in particular, 
facilities that are already in existence for which we have no personne! 
as mothers and citizens, 


Furthermore, 


of Columbia 
upon which its operation depends. 
is necessary to assure leadership 
for the 32 


39 


Recreation Department’s budget 


We know that adequate revenue 


we recognize the 
well-rounded individuals are products of many ingredients 
schools, well supervisored playgrounds, health services. 


and the personnel, to mention 
available Recreation Department's 


fact that 
adequate 


We know that the Department’s cuts which must result from the 
scampy revenue program which has been proposed must affect each 


of us, whether 


it is in recreation, 
of vital interest. 


education, 


services, which are already inadequate. 


Therefore the Mothers Council and its 1 


500 members 


or in some other matte: 
We can’t maintain ourselves with the cuts in thes 


and its 53 


associated preschool mothers clubs have decided through a member- 
ship vote that the welfare of the District must depend upon a more 
adequate Federal payment, that is, that the increase over the author- 
ized $20 million be a substantial one and not less than 25 percent of 


District costs. 


I also have a statment 


mentary School 


gvarten teac her 


for 


1 has this last 
kindergarten waiting list of more than 40. 


there with a load of nearly 80. 


lost 


the Raymond PTA. 
year two teachers. 
We have only 
For 


Raymond Ele- 
We have a 
1 kinder- 
this reason, we 


cannot tolerate the shifting of funds from one part of the Board of 
Education’s budget to another 


in the junior and senior high schools. 
from junior and senior high schools down to the elementary schools 


might solve some of our problems now, 


Many of us already 


‘Wet 


our children’s problems 5 or 6 years from now. 


For that 


rea 


payment is absolutely necessary. 


son, we 


believe 


that 


the 


ine rease 


of 


have children 


-alize that shifting funds 


but it certainly won’t solve 


the Federal 


Last night I circulated a questionnaire among our members. | 
haven’t had time to go over it, but every parent voted on here to have 
us ask for more than $22 million; anywhere from $32 million up to 
50 percent of the District of Columbia costs. 


Iwoulds 


say that 


as far as the tax proposals are concerned, practically 


every mother voted against an increase in income taxes and against 


the real-estate tax. 








All of them voted with one exce ption for increases 
in the wine, liquor, and beer taxes, and I know that I personally tried 
to explain to them not to look at it as a punitive tax but more in the 
light of a luxury, and I think that they have accepted it that way. 
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e majority of our mothers have voted against an increase in 

taurant taxes. I will say that at the Commissioners’ hearing in 
October, we expressed along with the District of Columbia and 
Congress our willingness to share a greater tax burden. However 

feel that it must not be in real-estate and income taxes. 

Senator Frear. Did you present the program last night to that 
PTA? 

Mrs. CRAWFORD. Yes, I did. 

Senator FreaR. You must have been very effective 

Mrs. Crawrorp. I have all of these stacked up at home, but | 
did go through them, and absolutely every mother and father filled 

em in, and only one was against the beer tax, and I tried to tell them 

t to look at it as a punitive thing. 

Chairman SmirH. Thank you very much. 


STATEMENT OF PHILIP JORAM, WASHINGTON, D. C. 


Mir. Joram. Mr. Chairman, gentlemen, I am Philip Joram, from 
Longview, Tex. and by virtue of the fact that I work here in the 
District of Columbia, I consider myself a resident of the District. 
[ am appearing here voluntarily representing no one but myself to 
express my own opinion, and | bring no facts or statistics except a 
ew firm convictions. 

As a resident of the State of Texas—we don’t have a lot of taxes 
in Texas—as such I am by nature opposed to a lot of taxes. But 
having been in the District a number of years I realize the problems 
that the Commissioners face are quite complex ones. Also I rather 
feel sorry for the District of Columbia residents who have no effective 
representation in Congress to protect themselves and they must 
depend upon the Commissioners and committees such as you gentle- 
men to see that they receive fair and adequate taxation. 

Now, as an individual, 1 am pretty much against an increase in 
taxes on foods and drugs as proposed by the District Commissioners 
| fee] that a tax of that sort sort of hits the low-income people unfairly, 
people like myself and many, many others, I feel, who are trying to 
start families and who live in the District with that would be unjustly 
penalized with such a tax. 

Now, that is about the only tax I am really concerned about being 
against. However, I do have one proposal. I would like to suggest 
that there be considered a nonresident income tax imposed on these 
members who live outside of the District of Columbia but who work 
in the District. 

Now, a neighboring State has such an income tax on the residents 
of Washington who work in that area. And as a result, they do drain 
off from the District a considerable amount of revenue. The District 
must supply numerous services to these nonresidents and I think 
sincerely a tax of that nature should be considered. I do not know 
all the details involved in such a tax, I leave it to those who are better 
qualified than myself, but several people have opposed it, I think, 
through fear rather than facing the facts. A tax of that sort is rather 
unpleasant, but most taxes are unpleasant, and I think sincerely that 
this committee should consider that, if the District Commissioners 
cannot consider. 

Chairman Situ. Thank you. 
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STATEMENT OF MRS. FRANK STROPE, REPRESENTING W. B. 
POWELL PARENT-TEACHERS ASSOCIATION 


Mrs. Stropr. I am Mrs. Frank Strope, speaking for Mrs. Love 

Chairman Smirx. For what organization? 

Mrs. Strropr. W. B. Powell Elementary Parent-Teachers Asso- 
ciation. 

Chairman Samira. Proceed. 

Mrs. Srrope. I am also immediate past president of the Distric 
Congress of Parents and Teachers, and a member of the Pow 
Elementary PTA. 

The W. B. Powell Elementary Parent Teachers Association respect 
fully urges this committee to approve the entire school budget | 
1956-57 and particularly, the request for 163 more teachers, 4 
special teachers, 19 clerks, and 21 assistant principals of the elementar 
schools. 

For years we have watched the school budget sharply cut and hay 
accepted explanations of priorities and shortages during wartime 
burden to taxpayers during time of depression, and plain shortage of 
money at all other times. Excuses cannot build a sound school system 
The District public-school system is in a condition of crisis. Wash- 
ington’s children are being cheated—they are being denied their edu- 

cational birthright. The schools of the Nation’s C apital must not only 
meet, but should excel the standards of other schools in the Nation. 

I wou'd like to quote part of an editorial that appeared in the 
Washington Post-Times Herald, November 23, 1955. ‘The inade- 
quacy of the schools constitutes a blight on the whole city. If it is 
allowed to continue, Washington will become a less desirable place to 
live. It will suffer also in terms of the inescapable consequences of 
poor schooling—increased juvenile delinquency, diminished civic 
responsibility, and slackened economic enterprise. No community 
institution affords so reliable an index to a community’s well-being 
and vitality as its public-school system. 

It has been said that the public schools are receiving their fair 
share of city funds—as though this somehow, miraculously, made 
them adequate to Washington’s educational needs. In point of 
fact, only 24 percent of the city budget goes for schools—which is low 
among cities of comparable size; and the expenditure here of $286.72 
per pupil is appreciable less than in other urban communities.” 

In short, the schools must have a greatly enlarged appropriation 
Congress must consider the problem in terms of the need—precisely 
as the head of any family would look upon an expense which was 
indispensable to the health and welfare of his children. 

We realize the cost will be great and approve the following sug- 
gested means of financing the 1956-57 school budget to ease the 
school crisis in the District of Columbia: 

Assumption by the Federal Government to make a more equit- 
able and realistic contribution in lieu of taxes. Two points of con- 
siderations in this connection are: 

(a) A large number of the pupils in District schools are children 
of Federal employees who claim residence elsewhere and pay no income 
taxes in support of the school system. 

(6) Only 43 percent of the real estate in the District is taxeble. 
The Federal Government uses 47 percent of very choice, valuable 
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tv, and the Embassies have the remaining 10 percent. I know 

s an “old story” and you’ve heard it many times, but we feel 

intil the Federal Government pays their fair share, it cannot be 
too often. 

Allow the issue of bonds, which will permit the cost to be dis- 
yited over a long term. Congress has repeatedly refused to let 
District float a bond issue, but now the reasons are so pe rsut sive 
t an attempt to win congressional approval should be renewed with 

litional vigor. 
We e respectfully urge this committee to meet the compelling need 
. District schools. 
e » thank vou very much for listening. 
Tesi SmitH. Any questions? 
{ thank you very much. 
\lr. King, our president of the National Association of Retired 
vil Employees. 


STATEMENT OF ALFRED F. BEITER, REPRESENTING DISTRICT OF 
COLUMBIA CHAPTER NO. 1 OF THE NATIONAL ASSOCIATION OF 
RETIRED CIVIL EMPLOYEES; ACCOMPANIED BY CHARLES A. 
KING, PRESIDENT 


\[r. Kine. I would like to have a former Congressman, Mr. Alfred 
Beiter, submit this brief. 

Mr. Berrer. Mr. Chairman, my name is Mr. Alfred F. Beiter. 
| am the legislative representative of the National Association of 
Retired Civil Employees. Our office is located 1625 Connecticut 
Avenue, and the association is headed—its president now is Mr. 
Frank J. Wilson, who was the former Chief of the United States Secret 
Service until he retired. 

[ represent District of Columbia Chapter No. 1 of the National 
Association of Retired Civil Employees. The objectives of our asso- 
ciation are to promote the welfare of annuitant and potential an- 
nuitants of civilian public service. I am accompanied by Charles A. 
King, president of the chapter, and other members of our committee. 
We wish to thank the Senators and Representatives on your com- 
nittee for the privilege of appearing here today. 

Mr. Chairman and committee members, we call your attention to 
the fact that approximately 18,000 civil-service retirees and survivors 
residing in this city will be penalized by certain provisions of the 
proposed tax bill for the District of Columbia. We respectfully re- 
quest that your committee give its consideration to the facts which 
we present, in order that this extremely deserving group of aged, sick, 
and disabled retired civil-service employees who devoted the best 
part of their adult lives to the loval service of their Government, and 
other senior citizens, may not suffer because of the proposal to reduce 
the personal income-tax exemption from $4,000 to $1,000. 

We call attention to the fact that a large proportion of this group 
have for many years been homeowners in the District , and have, like 
all our citizens, been subject to successive increases in real-estate taxes, 
sales taxes, etc., and to other incceased expenses due to inflation, and 
that this aged group are subject to a greater degree than other groups 
to heavy medical and hospital expenses. Because their income is a 
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fixed income, all of these increased expenses have hit this gro 
especially hard, and any further demands upon their fixed incom 
such as the proposed decrease in the income-tax exemption, will fo 

a lowering of their standards of living. 

Our Congress has recognized the justice and advisability of granting 
special income tax exemptions to the senior citizens of this country 
through an additional Federal tax exemption of $600 for all persons 
over the age of 65, and in addition, the Congress has consider: 
proper to grant an exemption of $1,200 on retirement income. Th 
Congress also recognized that it is unjust to tax annuities, as so 
security and Railroad Retirement annuities are completely exer 
rom Federal income tax. 

We believe it would be fair and just for this distinguished commit 
o follow the precedent set by several successive sessions of previo 
Congresses in which Congress has passed laws giving considerat 
to the fact that retirees are living on a fixed income, on an inc¢ 
much lower than they enjoyed when in active life, and to the fa 
that many of them are subject to extra heavy medical and hospit 
expenses due to their advanced age. 

We call your attention to the fact that many State legislatures h 
followed the precedents set by Congress. pee have recognized 
fairness and the justice of f allowing special tax exemptions to ag 
persons, and in doing so, have approved the policy of Congress in this 
respect as being equitable and just. Therefore, we urge that the tax 
policy of the District of Columbia follow the strongly established an 
longstanding precedent of the Federal Government and of mai 
States. As the average net taxable income of this aged group unde! 
the proposed law is low, and as it is not a large group, it is clear that 
by allowing the exemptions we propose, the reduced revenue to th: 
District will not be too great a factor. 

The 16th amendment to the Constitution gave the Congress the 
power to levy a tax on incomes from whatever source de rived, Th 
Congress under this authority has levied taxes on incomes both ot 
individuals and corporate bodies. Obviously, this theory of the power 
to levy this type of tax was based upon the earning power of the in- 
dividual or the corporation. It is patent that a very small proportion 
of individuals in the land are capable of living without exerting their 
earning power, hence the income tax in effect is a tax according to th: 
ability of the individual or the corporate body to earn. This being 
the case, it is submitted that a tax upon annuities or retirement in- 
come of the aged or disabled is not a tax upon their current earning 
power but is in fact a tax upon their past earning power or on their 
savings for old-age security as reflected in their retirement income. 
In this respect the tax upon this type of income is not inherently in 
conformity with the basic principle of income tax and becomes a tax 
upon the past thrift of the individual and bis faithfulness to his 
employment, and also on his earning power during his active years in 
preparation for retirement. 

The Congress and the District of Columbia have already recognized 
the principle and the appropriateness of allowing complete tax ex- 
emption on certain annuities paid to District of Columbia retired 
employees. The annuities of many disabled and aged retirees of the 
policemen’s and ficemen’s retirement fund of the District of Columbia 
are not subject to income tax as they are treated similarly to the 
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wake compensation payments, which Congress provided should 
not be subject to tax. 

We do not request special consideration for any particular group of 
aged citizens. We believe all senior citizens endeavoring to support 
themselves, their wives, or other dependents, on a fixed retirement in- 
come should receive District of Columbia exemptions similar to th: 
Federal tax exemptions appropriately granted by Congress. This 
sroup will continue to suffer from the serious effects of inflation, and 
it is not just to cause them additional suffering through increased in- 

ne taxes payable to the District of Columbia. Having in mind 

need of the District for additional revenue, we do not petition for 
complete tax exemption for the group. 

Our specific proposal is for amendments as follows: 

|. That an additional personal tax exemption be provided in the 
Distric t of Columbia for all persons Over 65 years of age, similar to the 
provision now in the Federal income-tax law. 

2. That the District of Columbia tax law follow the provisions 

e Federal tax law (sec. 37 of the Internal Revenue Code), and allow 

additional tax exemption of $1,200 on retirement income. 

[ thank the Senators and Representatives on this committee for 
your courtesy and attention, and also the District Commissioners fo1 
their consideration. We strongly urge you, gentlemen, to have a 
eart and to help this very deserving group of aged, sick, and disabled 

etirees by giving your approval to the amendments which we hav: 
proposed. Thank you. 

Chairman Smirx. Thank you. 

Mrs. Edward B. Morris. 


STATEMENT OF MRS. EDWARD B. MORRIS, PRESIDENT, 
RANDLE HIGHLANDS CITIZENS ASSOCIATION 


Mrs. Morris. I am Mrs. Edward B. Morris, president of th 
Randle Highlands Citizens Association. 

At the Commissioners’ public hearing on new taxes, the Randle 
Highlands Citizens Association made several suggestions which, 
although they might bring in only pennies, seemed worthy of con- 
sideration. A few I should like to re peat to you today. 

For instance, we believe that any out-of-town profitmaking 
corporation or organization using District facilities should adequately 
compensate the District. We cite as a specific instance the use of 
Cardozo High School by New York University, which has offered 
graduate study there for some time without the knowledge of the 
general public, the Board of Education, the District of Columbia 
budget officer, and other top officials, and without any compensatio1 
to the District, even for custodial service. 

One member of the Board just stumbled on that lately. 

If at all possible, the 50-cents-down, 2-cent-a-week merchants 
should be forced to investigate their customers more thoroughly 
before offering credit; thus they would have fewer losses to cut down 
the profits upon which they pay taxes, and much of the work of 
the small claims court would be eliminated, with a consequent reduc- 
tion in its expenses. One of our members was told by an employee o! 
one of these stores, when he was attempting to garnishee wages of : 
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worker, that it didn’t really make any difference if they didn’t 
all the money due them; “it got charged off on taxes, anyway.’’ 

We believe that cab companies which keep title to cabs whil; 
selling and reselling them to drivers, so that the District loses ex: 
taxes on the sales, should be forced to stop this practice. We under- 
stand that an effort is being made to eliminate this method of tay 
evasion. 

We suggest that a savings might be effected if water meters wer 
read only once a year, with payments permitted semiannually. 
wondered whether out-of-town concerns such as pie companies, 
cleaners, et cetera, which regularly do business in the District a 
subject to District tax, and if not, whether they are charged a fee { 
the priv ilege. 

We believe that those employed in the District but living outsid. 
should have to pay to the District as residents of the District who 
work in Maryland must pay to Maryland, and that such tax shoul 
be enforced by payroll dedvetions. This should help to stem th 
exodus to the suburbs and even bring back some former residents 

Should there have to be a choice between an increase in the real- 
estate levy and the lowering of exemptions for the income tax, w 
told the Commissioners that we agreed that the latter would 
preferable. 


‘ 
y 


) 


The Randle Highlands Association views with alarm certain of thi 
tax increases proposed by the Commissioners and some which members 
of this committee have suggested. We are concerned with the eco- 
nomic stability of the city, and believe that if these are now enacted 
into law, the rate of exodus of the stable element of the populatioi 
into suburban areas would be further accelerated. 

Mushrooming populations in these areas obviously indicate that 
people have moved and are moving from the District in large numbers 
Perhaps you gentlemen are not aware of the many houses current}; 
for sale here, for which buyers cannot be found, or of reports of houses 
in certain areas being sold over and over to the benefit of the realtor 
who is profiting from the inability of would-be buyers to meet pay- 
ments. 

We, in the local citizens associations, going from door to door for 
memberships, are amazed and heartsick at the number, homeowners 
and apartment dwellers alike, who do not renew their membership 
because they are buying in Maryland or Virginia. You need onl) 
look at the real-estate columns in the newspapers to recognize the 
truth of these statements, and remember, many properties are not 
listed in the papers at all or are listed only occasionally. Many store 
buildings, too, now stand tenantless, in all sections of the city. With 
reference to the hearing on Congressman Ander’s bill on liquor dis- 
pensaries, | am afraid that would leave additional store buildings 
vacant, if the present ones cannot all be filled. 

The trend to the suburbs was accelerated with elimination of the 
dual school system; it will be further accelerated with the imposition 
of taxes unfavorable to residence in the District. You gentlemen 
have the responsibility with us of maintaining the Capital of this 
great Nation in a manner which befits its importance. 

[t is the common consensus that, in time, almost all the stable 
population will move to outlying areas. Many District government 
employees live outside the city, drawing their salaries from District 
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paying their taxes elsewhere. Many Members of the Con- 
live outside the District; could it be because the District has 
less desirable place in which to live? Some of us want to 
on here; we hope that the city’s deterioration can be stemmed, 
LW ill once again be safe to w alk alone on its streets day or nicht 
aybe you are not aware of the increasing number of daytime 
snatchings and attacks which have been reported. 
\lany of your constituents believe that they support the District 
e here pay no taxes. They are told, ‘““This is your Federal city. 
method of reporting the District budget as an expenditure on 
United States Treasury is conducive to this belief; we believé 
it should not be so reported. I understand that at least one 
Congressman told his constituents that people here don’t even pay 
Federal income tax. 
\iany of your colleagues, because they are not on the District 
Committees, believe that they have no responsibility to the city; thes 
not interested and can’t be bothered. As an example, one to whom 
etter was sent asking his support for rescinding of a regulation 
sulting in reduction of mail service at a Southeast postal station 
ch served his residence had the temerity to reply, ‘‘I get most of 
mail at the office, so it doesn’t affect me.’’ Not everyone gets 
iis mail at the office. 
Randle Highlands, nevertheless, favors our present form of govern- 
ent. But we do think that every Member of the Congress shoutd 
venerally aware of conditions here and of his personal responsibility, 
should take an interest in this, the Capital of the Nation which he 
serves. Because this is the Capital, we believe that you have a respon- 
sibility to your constituents, perbaps greater than your responsibility 
the city’s residents, to keep it a desirable place in which to live, 
desirable place in which to visit, and a shining example to other 
ties of this country and the werld. 
‘This cannot be accomplished by imposing a heavier and heavier 
x burden upon those who live here. Weare already burdened with 
heavy costs for public assistance and medical services for the indigent, 
and for prevention and punishment of crime. Unless there is a 
thorough investigation of the entire governmental structure and 
sudget needs, this situation is not likely to improve. Is it possible 
that we have too many District employees? Certainty a look at 
budget justifications is appalling if one notices the great number of 
what in these days are very low salaries, many far too low for a 
inimum-essentials standard of living unless the family has more than 
one wage earner. These people cannot afford increased taxes. 
Our schools, too, are lagging behind the national norm as indicated 
y standardized examinations. You have surely read in the papers 
of the need for special classes for the retarded, some in high school 
being able to read only at second- and third-grade levels. How did 
they reach high school? That, gentlemen, should be the subject of 
another investigation, for which ‘the Federation of Citizens Associa- 
tions has asked; you all received copies of its letters urging such a 
probe. Despite the country’s crying need for technical experts, local 
schools have failed to emphasize the importance of such courses as 
mathematics, so that many of their graduates who enroll in college 
engineering courses must either take high school review courses first 
or they fail their freshman mathematics and then drop out of school 
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or change to other fields. 
speak with great concern. 

Would your constituents acquiesce in having substandard education 
in the Nation’s Capital? We believe they would be appalled if con- 
ditions were brought to their attention—that for instance, only 19 
of the 241 freshmen at the District of Columbia Teachers College 
part of our public-school system, ranked in the upper 25 percent in 
national psychological examinations, with 76 percent ranking in th 
lower one-half and 54 percent in the lowest one-fifth as related to th 
national norm. Our budget, therefore, must be sufficient to bring 
our schools at least up to the national standard. Estimates submitted 
to you make no provision for improvement. 

Increasing real estate taxes and sales taxes, taxing medicines, furthe 
taxing telephone service will not take care of these needs. Too ea 
houses and apartments are vacant now. — If real estate taxes increase 
rents will rise, or profits from rents will drop and reduce income-t 
revenues. Many retired persons reside here; most are former Govern- 


Of this, as a teacher of college math, | 


ment employees who worked here for so long that they have no other 


place to call home. Some of them came from your States. When 
you make it harder for them to live on their small pensions, you are 
penalizing those who worked for their Government all their lives when 
many might have made far more in private employment. 


We believe firmly that, unless you can show by a thorough investi- 


gation that District budget estimates are based on inefficient and 
uneconomical governmental practices and are therefore far too high, 
there should be a considerably increased Federal payment. 

The Federal Government is this city’s only really big industry 


Large industries in other cities contribute heavily toward the income 
tax of those cities. They pay taxes on the lands they occupy. Their 


highly paid executives likewise pay large sums in taxes. The Federal 
Government occupies choice land tax free. It is serviced by the city 
afforded fire protection, clean streets, and unlimited other services 
One Congressman has repeatedly stated publicly that the salary 
average in Washington is high; this sounds well until it is noted that 
many of these salaries are taken home to the suburbs and taxed and 
spent there, not in the District. 

Point these facts out to the constituents; let them know that 
residents here pay Federal and local income taxes and sales taxes 
and a multitude of other taxes, just as they do. Let them know that 
expenses here are high because the inherent nature of the city is such 
that it draws many who only become public charges. Let them know 
of conditions in the schools of their Capital city. Do you believe 
that, knowing the facts, they will object to paying 25 percent of 
District expenses, or what actually would amount to about one-third 
of $1 per capita of which they already pay about 12 cents? 

Is it not being better than increasing the trend to the surburbs, 
further weakening the city’s economic stability? We need to keep 
the solvent population here, to draw back, if possible, those who have 
gone, who earn their money bere only to spend it almost entirely in 
other jurisdictions. Our prestige as a Nation is being attacked from 
all sides, even by those we count as friends; it is not likely to be 
enhanced as foreign officials and visitors become aware of the deterior- 
ation of its Capital city. 
Chairman Smitu. Thank you. 
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Any questions? 
Mr. Edward Wilcox. 


STATEMENT OF EDWARD WILCOX, VICE PRESIDENT, MOUNT 
PLEASANT CITIZENS ASSOCIATION 


Chairman Smitrx. Do you wish to testify or file a statement? 

Mr. Witcox. Very briefly. I brought no prepared statement. 

| am vice president of the Mount Pleasant Citizens Association. 
Our association originally adopted a resolution, copies of which were 
sent to the ¢ hairman of the House-Senate Committees on the District 
of Columbia, reciting the same thing that has been recited here by 
the other witnesses. ‘It is our sincere feeling that the Federal Govern- 

ent should pay a greater share of the operating expenses of the 
District of Columbia. 

[ am appearing here personally and merely to lend whatever 
emphasis a personal appearance might to that resolution and to the 

ling behind it of the Mount Pleasant Citizens Association. 

Chairman Smira. Thank you very much. 

Mr. Herbert Leeman. 


STATEMENT OF HERBERT P. LEEMAN, PRESIDENT, CENTRAL 
SUFFRAGE CONFERENCE OF THE DISTRICT OF COLUMBIA 


Mr. Leeman. Mr. Chairman and members of the committee, my 
name is Herbert P. Leeman. I am president of the Central Suffrage 
Conference of the District of Columbia, and a member of the board of 
directors of the Washington Home Rule Committee. 

| might say that I am a past president of the Federation of Citizens 
Association of the District of Columbia, and have testified many 
times on the question of the budget and taxation for the District of 
Columbia. 

The Central Suffrage Conference and the Washington Home Rule 
( ee are on record as opposed to any increase in taxes until 

here provision made for an adequate Federal payment to the 
District of Columbia. For myself, I would like to say to the com- 
mittee that perhaps you ought to think that as members of this com- 
mittee you are public servants of the people who appeared. You 
have heard, I think, without exception the witnesses appearing before 
you and who are representing the people who live in the District of 
Columbia. And I think they are unanimously opposed to increase 
in our taxes at this time. 

Now, it strikes me that as our public servants it is your duty to go 
to your respective Houses and to make them acquainted with the 
attitude of the people whom you are representing as members of this 
committee. 

Now, I might say that many of the things that are in this budget 
or for capital improvements which are going to be made beneficial 


for years to come. And if it is necessary for us to have more money 
and the Federal Government does not provide us with an adequate 
payment, we believe that a bond issue rather than an increase in taxes 
is a solution rather than put an unbearable burden upon the people 
of the District of Columbia for many things which are going to be 
enjoyed by the citizens for years to come in the future. 
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There’s a reduction of taxes advocated everywhere at the Fe 
level, and it is extremely inconsistent to place new taxes upo 
people of the Nation’s Capital. 

It has been well pointed out here that many of the people wh: 
employed in high places in the District of Columbia have moy 
the neighboring States because the conditions are more favora 
And certainly the committee in its consideration of this budget 
matter of the taxation of the people of the District of Colum} 
should concern itself with the wishes of a people who pay the Fede 
Government more Federal income taxes than 13 other States. W 
do not get the benefits in the District of Columbia that the resid 
of the States do from the money that they pay in Federal incon 
taxes. Ido not have the figures in years gone by, but there has |) 
an enormous sum of money paid by the people of the District 
Columbia for the operation of this Federal Government; and | 
assure you that if the members of this committee go before 
respective Houses armed with the figures, there could be no ansy 
to the fact that a much larger Federal payment should be mad 
the District of Columbia. 

I thank you. 

Chairman Smirxa. Thank you very much. 

Is Mrs. Flovd Tift here? 












STATEMENT OF MRS. FLOYD TIFT, REPRESENTING STANTON 
ELEMENTARY SCHOOL PTA 




















Mrs. Tirr. | am Mrs. Floyd Tift from the Stanton Elementa: 
School PTA. I would like to talk to you in my own words. I thin 
[ can cut it down to three short paragraphs. 

The first point is that our PTA strongly objects to the request of 
the Commissioners’ for 40 instead of 163 teachers. ‘They are no 
suggesting that the 163 aren’t needed, rather they are suggesting 
that the additional teachers should be taken from the junior 
senior high schools. 

We went through losing two teachers last year. It is a harrowing 
experience for the parent, for the children, for the teachers, and fo 
the principal. Those teachers are needed in the junior and senio: 
high schools to provide even a minimum adequate educational system 
by modern standards. 

In order to raise the money, we sincerely believe that you peopl 
in the Senate and in the House should provide an adequate Federa! 
payment. 

Now, if I were to be honest, I would say that we sincerely hope 
that that money will be available, but if it isn’t, our parents hav 
unanimously expressed it their feeling that they would rather be 
taxed, that is, have city taxes which they as individuals will help pay 
in order to get these minimum educational standards. 

The statement which I am handing in represents our PTA whic! 
has over 800 members, over 8,000 children in the school. And they 
were sere including the teachers, have said that rather than take 
another teac sane from the secondary school system, we will struggle 
along with | vachers in our elementary schools, rather than do this 
switchover w hie h was done last year with such a tragic result. 
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The prepared statement on behalf of Stanton Elementary School 
PTA is as follows:) 


; a representative of the Stanton Elementary School PTA I present our plea 
ou save the junior and senior high schools from the fate which has over 
the elementary schools in general and ours in particular. » have recently 

teachers taken away from us to help schools which had even higher pupil 
er ratios. Let me tell you it’s an unnerving experience even for the parents 

lone the pupils, teachers, and principal. In addition to the usual problems 

tting the teachers and their pupils used to each other we have other problems 

as adjusting to integration and a growing population in our southeast area 
are all aggravated by these teacher shifts. 

So strongly do we feel about the evils of taking urgently needed teachers 
the junior and senior schools that we would rather struggle along with a1 
ient number of teachers than better ourselves at the expense of others 
r enlightened land is engaged in a life and death struggle for the minds of 
hroughout the world. The ideas and ideals of our free world are the chief 
ons with which we wage this war. The only way to forge these weapons is 
lequate education. Surely, in our Nation’s Capital it should be possible to 

ide education which is adequate by modern standards. You gentlem« n, I 

vy. will see that the Federal Government will bear its fair financial share of 

s national responsibility. 

However, if due to the necessity of balancing the budget and providing billions 
the essential material items of national defense the Congress cannot appro 
ite the relatively few dollars which will balance our educational budget and 
vide for our defense in the battle of ideas, we are to pay additiona 
s to secure for our children their rightful educational heritage as free Ameri 

Please give us the teachers we need to carry on the torch of liberty. 


JOHN BRASEI 
Legislative Chairman, Stanton PTA 


\{rs. Tirr. We feel so strongly about this because we feel that th 
truggle for the minds of men is the most important struggle ow 


ountry 1s facing today. We think that this contest of ideas is more 
mportant than the military might and the grab for land. 

We feel that the children in this District are a most valuable com- 
modity, that the education of their minds is a most important con 
ideration in terms of any investment of money. And that is why we 
re appearing today to please urge that there be money restored fo1 
the 163 total of elementary teachers. 

Chairman Sire. Thank you very much. 

Senator Jounston. Mr. Chairman, I don’t want to interrupt you 
hearing, but vou are discussing something that I have been great) 
interested in for along time. And I have taken the floor of the Senat: 
and spoken concerning this matter about which the people are coming 
before you at this time. 

I do not live in the District, | own no property in the District, 
therefore I am not speaking from my own standpoint with the idea 
of any personal gain. But I do know that more than 40 percent of 
the area in the District is owned by the Government at the present 
time. I do know that the police protection, the fire protection of all 
the buildings and of all the land of the Government is protected out 
of the funds appropriated here for the District. 

| have felt, and I continue to feel the same way, that we are acting 
in a niggardly way toward the District by not giving them the amount 
of money that they should have. 

I don’t say that with any criticism. I was on the committee for 
8 years, and I preached it during all that time. I think that anybody 
who will study the matter will have to come up with the fact that the 
Federal Government itself ought to appropriate to the District some- 
where in the neighborhood of 25 percent or more 
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So, they certainly ought to pitch in a little bit now and have 
thorough investigation of this made and do by the District what the, 
ought to do. There is no question in my mind about that. And j 
we do that, then I think we are going to enhance our Capital City 
this belongs to all the States of the Union and when the taxation jy 
this city becomes burdensome and they don’t build the right kind of 
buildings in the District, then we are going to have a Capital Cit 
that other nations will come here and look at and say, ‘Is this th 
Capital of the United States?”—they are going to do that whethe 

e have a good one or not. 

So please excuse me for putting in here. I am not going to take up 
a lot of time. But as one Se ‘nator, when a bill comes to the floor. | 
would certainly vote up to 25 percent more. 

Certainly they ought to have more than they get. 

Chairman Smiru. Senator, I wish you would come over to 
House and make that statement. 

Senator Jounston. I feel that way. As I say, I don’t own a penny 

of property in the District or pay taxes there, but I am interested in 
my Capital City. 
Mr. 


‘Chairman Smira. Butler. 








STATEMENT OF GEORGE 0. BUTLER, PRESIDENT, FEDERATION 
OF CIVIC ASSOCIATIONS, INC. 





Mr. Butter. George Butler, the Federation of Civic Associations 
May I file this statement with you? 

Chairman Sairu. Yes, file your statement. 
(The statement is as follows:) 


The Federation of Civic Associations weleomes this opportunity to appear and 
give testimony before this committee in connection with pending proposals to pro- 
vide revenue for the District of Columbia. Our association, representing 34 con- 
stituent units has always welcomed the occasion to appear before Congress a1 
express the views of its members on such an important subject. At the same time 
however, while mindful of the genuine interest of Congress in the internal opera- 
tions of our city government, we sincerely hope that in the not too distant futur 
that through local home-rule legislation, Congress will delegate a large amount of 
this responsibility to the citizenry of Washington. 

Careful consideration has been given to the revenue proposals of the Commis- 
sioners for the 1957 fiscal year as well as to the corresponding budget for that 
period. While this testimony is necessarily confined to the former, I may say 
that our constituent units view with apprehension and serious concern, the 
proposed budgetary economies particularly as they apply to our public schools. 
When these proposed economies are considered alongside of their long-range effect 
on the education of our youth, a serious question arises as to whether this is not in 
fact a false economy. 

Directing attention now to the specific revenue proposals of the Commisioners. 
The proposal to reduce exemptions in the local income tax is objected to most 
strenuously. In our judgment the burden of this tax will fall most heavily on 
the larger segment of our population which can least afford additional taxes and 
who are presently faced with the sales tax burden, falling on the basic necessities 
of day-to-day living. The same position is taken with respect to the proposal 
to remove the sales tax exemption from restaurant meals costing 50 cents or less 
to impose a tax on admission fees. The Commissioners have also announced their 
intention to increase the real estate taxes by 10 cents, raising the existing rate of 
$2.20 per $100 of assessed value to $2.30. It may be far more appropriate to 
complete a reassessment of real property in the District of Columbia before any 
additional increases are invoked. While this proposal of the Commissioners is 


not included in their revenue measure, I make this observation with the hope that 
they will heed this position. 








W 
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ally I may state that the precarious position which our local government 

ach year is one which our constituent units feel can be only met by a larger 

1ore equitable payment by the Federal Government. At present the 13 

rcent of total appropriations paid by the Federal Government is a far cry from 

the 39 percent and more which was paid prior to 1924. The present ratio of pay- 

ts is grossly inaedquate and when considered alongside of the required obliga- 

; arising out of the fact that this is the Nation’s Capital, it is grossly inequi- 

[ need not mention the arguments which have been advanced at this hear- 

¢ as well as at other hearings, in support of a larger ratio of Federal payments 

argument advanced, in my judgment, is sound and is cogent. From past 

elopments, however, they have not been persuasive as far as this committee is 

erned. Our association sincerely hopes and respectfully urges that there be 

rted out from this committee, as a result of the considered position of the 

organized citizenry of this city, a Federal payment which reflects the concern that 

Congress had for our city’s financial condition in the period prior to 1924. This 
would in effect, increase the ratio of Federal payment to 39 percent. 

Respectfully submitted. 
GrorceE O. Butter, President. 


FURTHER STATEMENT OF SAMUEL SPENCER, PRESIDENT, BOARD 
OF COMMISSIONERS, DISTRICT OF COLUMBIA 


Mr. Spencer. I have here a statement I would like to put in the 
record which shows the estimated expenditure per pupil in cities hav- 
ing populations over 500,000. 

The document referred to is as follows:) 


‘tatement showing expenditures per pupil in cities having populations over 500,000 
total yearly current expenditures 


Expenditure per 
pupil 
Name of city 


| 1952-53 ! | 1954-55 2 


San Francisco, Calif. _____- s 2. i. j - 2 sepecest Seen 18 $386. 87 
New York, N, Y.--- : JsGs3 ited ao : 4 364. 59 

Boston, Mass.........-..- ae ona , j \ 335. 39 335. ¢ 
Buffalo, N. Y -deaillineaceteatanii eectcenie itil otal mila cee aaa 327. 50 
Minneapolis, Minn__..-...-..--- Bee ES sks E 327. 03 
Pittsburgh, Pa__.- 320. 91 

Los Angeles, Calif... J ‘ cs nocache hatin 315. 62 

Chicago, Il ‘ | 315, 58 
Cleveland, Ohio... ............-- at ; a 308. 26 
Philadelphia, Pa___-- oat : isis. Jods 298. 88 

CR Bind, sacecinciteananeinead 4 ‘ : ; 296. 82 

St. Louis, Mo le ea ‘icteactt a Fi a a : 290. 36 
Cincinnati, Ohio___-- eat a aastd . Sau ae hed : ; 287. 91 
Washington, D. C -insh bedstead amd bet sa i 286. 72 
SEE EOE, .. crs tuammariensnnser mi bambi thins ea s 285. 60 
SS TE nh cen nstnos ca adiciaieccati didliadidilintias rs 231. 69 

New Orleans, La Pein deine caren aaak easton : 225. 15 
Baltimore, Md 


laken from data prepared by the United States Office of Education 
2 Special survey made by Superintendent of Schools, District of Columbia, of the 14 cities for which data 
ire available in 1954-55, the District of Columbia schools ranked 9th in expenditure per pupil. 


\ 


VNoTte.—On Nov. 29, 1955, the District of Columbia Board of Commissioners estimates that in the year 
56 for Washington, D. C., the expenditures per pupil is $333.74 


Senator Brsie. I think they are spending about as much here as 
they were in comparable cities as of last year. 

Mr. Spencer. This is for last year. You see, $333 is right up there 
pretty well at the top. 

Chairman Smita. The committee will go into executive session 
briefly. I-would like for Mr. Spencer and his staff to remain with us. 

(Whereupon, at 12:30 p. m., the committee went into executive 
Session. ) 

71525—56——17 
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(Letters and statements submitted for the record follow:) 


MaARYLAND-DistrRict oF COLUMBIA, 
RADIO AND TELEVISION BROADCASTERS’ ASSOCIATION, 


January 26, 195¢ 
Hon. Howarp W. Situ, 


Chairman, Joint Subcommittee on Fiscal Affairs of the House 
and Senate Committees on the District of Columbia, 
House of Representatives, Washington, D. C. 

Dear JupGs Smitx: This association, which comprises most of the radio an 
television stations in the Maryland-District of Columbia area, respectfull; 
requests that the statement transmitted herewith be included in the record of 
hearings conducted by your subcommittee on H. R. 8168, a bill to provide revenue 
for the District of Columbia. 

This statement is intended to state our position on a question posed by the 
chairman after the testimony of Mr. A. Julian Brylawski, representative of th 
local motion-picture theater owners, when he appeared before the subcommitte 
on January 11. Mr. Brylawski has authorized us to say that he subscribes to 
the position which we have taken in our statement and that he specifically supports 
the clarifying language proposed at the end of the statement submitted herewith, 

Very respectfully, 





Ben StrRovuskeE, President 





STATEMENT OF MARYLAND-DistrRIcT OF COLUMBIA RADIO AND TELEVISION 
BROADCASTERS’ ASSOCIATION AND OF INDIVIDUAL DISTRICT OF 
BROADCASTERS ON H. R. 8168 


COLUMBIA 


The Commissioners of the District of Columbia propose the inclusion of short- 
term leases of articles of tangible personal property within the statutory definition 
of the terms “retail sale’? and “‘sale at retail’’ so as to make these rentals taxable 
under the sales and use tax laws (H. R. 8168, secs. 201 and 209). Only the “‘grant 
of the right to continuous possession or use of any article of tangible personal 
property”? may be taxed under the existing law (sec. 114 (a) (6) of the Sales Tax 
Act, as amended and sec. 201 (a) (4) of the Use Tax Act, as amended). 

We understand that some question was raised during public hearings conducted 
by this joint subcommittee on H. R. 8168 whether the language of sections 201 
and 209 of the bill might not be construed so as to subject to tax short-term leases 
covering primarily intangible personal property. When asked by the chairman 
whether or not the District of Columbia intended to tax film leased to theaters 
for exhibition to the public, Commissioner Spencer replied that the sections were 
“broadly drafted”’ and might cover film rentals. He added that he would ‘‘check 
that a little bit further’ and agreed to supply a further statement to the joint 
subcommittee im executive session. 

Because the subcommittee is now in executive session, any further statement 
which may have been supplied by Commissioner Spencer has not been available 
to us. 

At no time prior to the hearings did the local broadcast industry have any 
notice that sections 201 and 209 of H. R. 8168 were intended to cover anything 
other than short-term rentals of tangible personal property. In a release dated 
October 3, 1955, entitled ‘‘General Revenue Fund Program—District of Colum- 
bia Government,’’ which discussed proposed changes in the revenue laws, the 
Commissioners noted at page 27 that many kinds of tangible personal property, 
such as chairs and scaffolding, were continually rented for short periods of time. 
Following a public hearing, the Commissioners submitted a summary of the 
proposed revenue program, dated December 2, 1955, to the Speaker of the House 
of Representatives. This gave examples of the kinds of property which would 
be subject to tax if the law were changed: 

“Many kinds of property, such as construction machinery, motor vehi les, chairs, 
and s affolding, are continually rented, but the periods of rental are too brief to 
constitute ‘continuous possession.’ 

* * * * * . * 


“The proposal is to amend the Sales and Use Tax Acts so that all rentals of 
tangible personal property will be subject to the 2 percent sales tax.’”’ (Emphasis 
supplied.) 

A similar statement was made by Commissioner Spencer before this joint sub- 
committee on January 11, 1956. 
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is thus apparent that the purpose of the proposed bill is to assure that classes 
f property commonly regarded as tangible personal property will be subject to 
tax regardless of the length of lease or use and not to extend the sales and use 

s to new and different classes of property. 

To broadcast film, television stations must lease prints of film and also obtain 

gible rights. Radio stations likewise lease transcriptions of programs and 
he same transaction obtain intangible rights. The contract between the 
listributor and the radio or television station now often provides that one price 
s to be paid for both the rental of the tangible celluloid film or wax platter and 
for licenses under the copyright covering the intangible literary, artistic, dramatic, 
and musical rights which give the film or platter its value. Obviously, the value 

f the tangible personal property—the film or the transcription—is slight compared 

the value of the intangibles. Under the circumstances we think it clear that 
H. R. 8168 was not intended to change the existing law by subjecting to sales 
or use tax motion picture and television film and radio program transcriptions. 

Moreover, we are confident that the joint subcommittee would not wish to 
change the law in this respect. 

[his bill has been many months in the making. No suggestion was given by 
the District of Columbia Commissioners to any interested parties that the bill 

mntemplated taxing intangibles in the guise of tangibles merely because rights 
to both tangibles and intangibles are included in one price. The preliminary 
check of the State statutes which we have been able to make in the short period 
of time since we discovered that this problem had arisen reveals no statute which 
specifically taxes television film. Indeed, there appear to be hardly any statutes 
which tax such film even by general language which could be said to include tele- 
vision film, and where this has been done it appears to have been without the 
intention of doing so. 

In other words, any interpretation of H. R. 8168 other than what is suggested 
here would be a great departure from the practice of the various States. We do 
not believe that the joint subcommittee would permit any such departure to 
occur in the District of Columbia without having given this problem far more 
consideration than it has been permitted to give to it and without giving interested 
members of the public a full and complete opportunity to air their views. 

Furthermore, interpretation of the bill so as to tax motion picture and television 
film and transcribed radio programs would be grossly discriminatory. The exist- 
ing statutes deal with the sale, lease, and use of tangible personal property. H.R. 
8168 does not attempt to bring about a general extension of the sales and use tax 
laws to the sale, lease, or use of intangible personal property. There is no reason 
for the motion picture, television, and radio industries to be singled out for impo- 
sition of a tax on what is primarily intangible in nature. 

Finally, Congress has not imposed a sales or use tax upon such articles of 
tangible personal property as a doctor’s prescription, an attorney’s opinion, an 
architect’s blueprint, or the report of a credit agency because the sale of the 
tangible personal property involved in such transactions is an inconsequential 
element for which no separate charge is made. Thus, in section 114 (b) (3) of 
the Sales Tax Act and section 201 (b) (3) of the Use Tax Act Congress has specifi- 
cally excluded from the imposition of sales or use taxes: 

‘Professional, insurance, or personal service transactions which involve sales 
is inconsequential elements for which no separate charges are made.” 

By regulation, the Commissioners have determined that a sale is an “inconse- 
quential element” within the meaning of this exception ‘“‘where the sales price of 
the tangible personal property is less than 10 percent of the amount charged for 
the services rendered in the transaction’? (Government of the District of Columbia, 
Regulations Pertaining to Sales and Use Taxes, p. 6 (August 1, 1954)). 

Contracts for motion picture and television film and transcribed radio programs 
present exactly the same problem as these personal-service arrangements and 
should be handled in exactly the same way. Had no question been raised during 
the hearings, we would have thought it clear that no such tax is being imposed 
here. Under the circumstances we respectfully submit that, if short-term rentals 
are to be taxed, future misunderstanding will be avoided if section 114 (b) of the 
Sales Tax Act is amended so as to read as follows: 

‘“(b) The term ‘retail sale’ and ‘sale at retail’ shall not include the following: 

+ * * * * * * 

‘‘(6) Licenses or rights to reproduce or use copyrighted materials which involve 
sales as inconsequential elements for which no separate charges are made.” 

Like language should be inserted as paragraph (7) of section 201 (b) of the 
compensating Use Tax Act. 

tespectfully submitted. 
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NortH WASHINGTON CoUNCIL OF CITIZENS’ ASSOCIATIONS, 
Washington 11, D. C., January 13, 1956 
Re hearings before Fiscal Affairs Subcommittee of the House and Senate Distri¢ 
Committees. 
Hon. Joun L. McMI wan, 
Chairman, House District of Columbia Committee, 
House Office Building, Washington, D. C. 


Dear CONGRESSMAN McMI.Luan: By direction of the North Washington 
Council of Citizens’ Associations, in meeting assembled on January 11, 1956. 
this is specifically and respectfully to request that the following be incorporated 
in the record of the resumed hearings on tle fiscal affairs of the District of Colun 
bia scheduled for Monday, January 16, 1956, before the Fiscal Affairs Sube 
mittee of the House and Senate District Committees. 

The North Washington Council of Citizens’ Associations is unalterably opposed 
to any increases in existing taxes on residents of the District of Columbia. 

To meet the increased costs for operation and maintenance of the government 
of the District of Columbia, as a matter of right and equity we unhesitatingly 
urge an increase in the Federal payment to the District to a level equivalent t 
no less than 25 percent and up to 40 percent of the total annual budget of t! 
District of Columbia. 

We unconditionally suggest and urge upon the Congress that it can and should 
enforce economy in the operation of the District government. 

We suggest and urge upon the Congress that it require a slowdown in 
schedule of capital expenditures. 

Apart from any other consideration in respect to our position concerning 
existing taxes, we vigorously oppose an increase in the general sales tax from th: 
present 2 percent rate on the grounds that any increase above existing levels 
would seriously undermine an already wavering local economy. 

Finally, the North Washington Council of Citizens’ Associations is opposed to 
the enactment of the so-called Andrews bill which has as its stated purpose a 
plan to establish in and for the District of Columbia, Government-owned liquor 
stores to replace those now privately in operation. 

This statement is presented in this manner in the hope that in a small measure 
it will conserve time for the joint committee. Your courtesy in according it 
the same attention and consideration as though it were made in person will be 
deeply appreciated. 

Sincerely, 


0 


Serax ScHnitmMan, Chairman. 


AMERICAN VETERANS COMMITTEE, INC., 
WASHINGTON CHAPTER No. 1, January 25, 1956. 
SENATE District COMMITTEE, 
Capitol, Washington 25, D. C. 

GENTLEMEN: Enclosed please find a statement. 

It would be appreciated if you would incorporate this statement in the record 
of the District of Columbia revenue bill. 

tespectfully yours, 

CuesTeR C, SHorE, Chairman. 


STATEMENT OF AMERICAN VETERANS COMMITTEE, INC. 


Gentlemen, now that the joint Senate-House District Committee is grappling 
with the new District of Columbia revenue bill, it seems important that it should 
be widely known why so many local organizations testified in favor of a larger 
Federal payment to the District of Columbia government. 

The reason is not that District taxpayers want to avoid their fair share of taxa- 
tion, but that the Federal Government has so woefully failed to contribute its 
fair share to the cost of the District government. 

In the excellent memorandum prepared by the District of Columbia Board of 
Commissioners this month, two illustrations are cited to emphasize this point 
The Federal Government is and always will be the major “industry” of the 
District. In other cities, studies have shown that large corporations pay approx- 
imately $1 in State and local taxes for every $20 spent for salaries. The same 
ratio, applied to the $950 million Federal payroll in Washington, would suggest 
a Federal payment annually of $47.5 million, instead of the present $20 million. 
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her comparison, on the basis of real estate area, suggests that the Federal 
nent, which owns 42.8 percent of the District’s land area, would pay 
$37 million in local taxes if it were a private industry 
these comparisons in mind, it becomes obvious why Congress is being 
increase the Federal payment to the city which serves an entire Nation 
éapital. 


Geo. W. Linxrns Co., 
Washington 6, D. C., January 18, 1956. 
OMMITTEES ON THE District or CoLumBIA, 
ise of Representatives and Senate, Washington, D. C. 
m filing this statement with your committees as the representative of the 
Owners ard Managers Association of Washington, D. C., which is a 
ver of the National Building and Owners Association. 
membership of our local association comprises 197 active members and 
ssociate members. 
active membership comprises many banks and trust companies. 
are represented in our membership 32 office buildings and 90 apartments 
Ve feel that real estate in the District of Columbia has always carried its full 
of taxation—that the real-estate tax is and has been as high, and in some 
es higher, than that of comparable cities in the United States 
mparison is frequently made to the rates of taxation here and in other cities, 
ie detriment of the District, but rates of taxation mean nothing in the final 
vsis without comparison with the assessments to which the rates are applied 
the assessment of real estate in the District of Columbia is high in compariso1 
many other cities of comparable size. 
new assessment of all real estate is now being made, and the results so far 
licate that real-estate taxes from this will be increased from 5 to 15 percent 

This, of itself, will result in real estate carrving its full load of the increased 

iget, without any further increase. 

We therefore oppose any increased rate of taxation being fixed by legislation 
yarticularly in view of the fact that the Commissioners of the District already 
ive the power themselves to increase when they deem it necessary, the rates 

taxation on real estate 

On the general subject of the budget, our association believes that the Federal 

ernment by the yearly appropriations which have heretofore been made, has 
carried its fair share of the tax load of the District, taking into account the 
percentage of its untaxed real estate in the District, and the municipal serv- 
which are therefore furnished to the Federal Government from the budget 
enses without further cost than the small amount heretofore granted 

We feel that in equity and justice, and in order to bring an end to this question 

guing your committee and our citizens each year, it would be well if a fixed 
reentage of the total budget to be borne by the Federal Government could bx 
tablished. We realize that, unfortunately, succeeding Congresses cannot be 

nd by such a plan, but it would at least give an easy and fairer plan if it could 
nee be adopted, and we could all hope that future Congresses would be satisfied 
with it. 

We believe that, to be fair, the fixed percentage of Federal contribu hould 
t be less than 25 percent of the budget. 

Respectfully submitted. 

GerorGcE R. LINKINs 
(For Building Owners and Managers Associat 


Capirot Hitt SoutrHeast Citizens Association, INc., 
Washington, D. C., January 10, 1956 
itor Brsie and Representative Smirn, 
Joint House-Senate Public Hearings on 
Fiscal Committees of Senate and House, 
Washington, D. C. 
HonoreEpD Srrs: The Capitol Hill Southeast Citizens Association sends this 
tatement and hopes it will be made a part of the record: 
The association believes that an investigation of the entire revenne structure 
f the District government is necessary to determine where inequities exist 
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The organization with a membership of over 600 citizens submits the fo! 
recommendations: 


l. 


9 


a. 


8. 
made in real-estate tax structure at this time. A committee is already reeva 


3. 


Hon. Howarp W. Smiru, 
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Postpone the building construction program requiring District funds 
t year; this includes the tuberculosis hospital and recommended schoo] 
construction. 


Reexamine the entire District recreation plan and program for mainte 


and capital expenditures with a view to curtailing duplication of servi 
facilities 


3. Reexamine the welfare budget and change the law so that the requir 


2 years residency in the District of Columbia and upgrade the qualifi: 


before financial aid is given. 


Determine the financial responsibility of persons applying to hospital 


and dispensaries for free services. 
5. 


Make an effort to secure Federal funds for the operation of Rock Creek 


and the zoo 


Use every means to secure the restoration of the $2 million payment fro: 


Federal Government. 


tecapture hidden funds already appropriated and earmarked for pr 


long postponed or abandoned. It is necessary to repair buildings for whi 


ds are available. 
The Capitol Hill Southeast Citizens Association urges that no chai 


all real estate in the District of Columbia and any additional tax shou 


included in reevaluation rather than to ask property owners to pay two increas: 
namely one this year and another in the near future. 

In order to secure additional revenue for the coming year, the Capitol H 
Southeast Citizens Association recommends: 

i. 


That contractors and other business firms and (or) individuals with offi 
me) in other States and engaging in business in the District of Columbia sha 
cure licenses and pay income taxes on money earned in the District of ( 


lumbia. 
9 


That the grocery tax be raised 2 percent which appears to be an equitab 
, since all residents will have to pay it. 

We recommend intensive scrutiny of persons residing in the District 
umbia who are not supporting the District of Columbia government by income- 
payments. 

“hank you for your courtest in placing this material in the record. 

Sincerely yours, 


JaMEsS W. O’Connor, President 


Raupu E, Becker, 
Washington 6, D. C., January 23, 1956. 


Chairman, Joint Fiscal Affairs Subcommittee of the Committe 
on the District of Columbia, 
Capitol, Washington, D. C. 


DEAR CHAIRMAN: Enclosed herewith please find the statement of Mr. Herma 
Levin, president of the League of New York Theatres and president of the Na 
tional Association of Legitimate Theatres, Inc., expressing the opposition of the 


trical industry to the proposed 2 percent District of Columbia tax on all 


legitimate theater admissions. 


s Washington counsel for the above-mentioned organizations, I want to joi! 
1 Mr. Levin in strongly advocating that your subcommittee reject the District 
‘olumbia Commissioners’ proposal for the adoption of such a tax. 


You will note from Mr. Levin’s statement, the precarious financial plight of th: 


ig theater. Many factors such as commercially sponsored free competitivé 


entertainment tax free attractions, and, to a large extent taxation both Federal 


local, have contributed to this situation. Two years ago, Congress heeded 
desperate pleas of the living theater for relief and reduced Federal excis 
s by 10 percent. 


Congress has appropriated money in the cause of disseminating representativ' 


theatrical productions outside of the borders of this country. This progress of 


rnational exchange of cultural art forms is designed to stimulate appreciatio! 


of our culture throughout the world and has, undoubtedly, contributed to counter 


Communist assertions that America is materialistically preoccupied. 












On 
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are not advocating governmental subsidization of the fine arts such as is 
n practically every country in the world. We only ask that we be freed 
axation in any and every form. Afforded this relief we will not only main- 
present caliber of our theater, but we will increase in quantity and quality 
point that the American theatrical production will have no peer. 
Relief from Federal taxation will be to no avail if a local tax is imposed in its 


id. In view of the prior congressional relief and impending further help, 


ifirmative action on this proposed 2 percent tax would nullify your previous 
national policy toward the living theater. The very nature of fine arts productions 


iG 


i militate against any form of taxation. I am sure that you realize that the 


\merican cultural arts in all its forms need to be suecored and encouraged rather 


han taxed out of existence. 
The principal of taxing the arts is contrary to good government. 
[, therefore, strongly urge that your subcommittee disapprove this proposed 


9 percent admissions tax. 












Respectfully submitted. 
RautpH E. BEcKER. 





\TEMENT OF HERMAN LEVIN, PRESIDENT, LEAGUE oF NEw YorK THEATRES 
,ND THE NATIONAL ASSOCIATION OF THE LEGITIMATE THEATRES, INc. 








name is Herman Levin and I am the president of the National Association 
f the Legitimate Theatres, Inc., and president of the League of New York 
Theatres. By reason of these offices, I am in a position to speak for the largest 
ent of the living theater of the United States. 

These two organizations number among their active members practically all 


the producers of legitimate plays and most of the legitimate theater operators 
throughout this country. As spokesman for these two organizations, I want to 








voice the opposition of the legitimate theater to the proposed 2 percent District 
if Columbia admission tax on all admission charges to legitimate theater pro- 
juctions. 

THEATER 


PLIGHT OF THE LIVING 





Prior to discussing the specific reasons for our opposition to this tax, I would 
ike to give you a brief insight into the financial state of the living theater which 
will provide you with the background for our present stand as regards this tax 
With your permission, I would like to have incluced as a part of the record 
of this hearing, a summary of an objective study of the financial concitions of 
the living theater prepared by Dr. O. Glenn Saxon, professor of economics at 
Yale University. This detailed report which is on file with the House Ways and 
Means Committee was prepared in 1953, and is a singularly complete and well 
locumented treatise, clearly illustrating the present-day financial plight of the 
theater industry. Without summarizing that report in detail, I would like to 
ite a few of the alarming facts uncovered by that study as of that date. In 
New York City alone, the number of commercial theaters available for profes- 
sional productions has decreased by more than 50 percent since 1931; nationwide 
the total number of theaters has declined by 64 percent. The average employ- 
ment of actors is showing a yearly decline. The living theater in the past 20 
vears has been constantly met with competition by free radio and television 
entertainment totally subsidized by commercial advertising. Furthermore, the 
Revenue Act of 1951 exempted many forms of entertainment directly in compe- 
tition with the theater including operas and symphonies. Subsequent to Dr. 
Saxon’s report, almost all theatrical unions have received wage increases and 
production and operating costs have continued their upward trend. These 
increased costs have been absorbed by the theater industry rather than passed 
yn to the public in the form of increased admission charges. 





CULTURAL CONTRIBUTION OF THE LIVING THEATER 


To domestic welfare 

[ would also like to bring to your attention the all-important contribution of the 
living theater to the cultural welfare of all Americans. The living theater, 
including tens of thousands of groups and individuals in every section of the 
country, professional and nonprofessional, comprises an industry whose very 
existence is vital to the social, recreational, and cultural life of this country 
[t is an art form to which the country in every emergency has instinctively turned. 
In one respect the legitimate theater is a training ground and as such provides 
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other forms of entertainment such as movies, television, radio, with most 
able personnel who now grace these media. 












In the international struggle 


The theater’s domestic contribution does not overshadow its importanc 
present international struggle. In order to counter Communist assertions tha 
democracies are decadent materialists, America must display its cultural pr 
throughout the Communist and non-Communist world. In contributing thi 
program, the theater has sent abroad Porgy and Bess, Oklahoma, and Skin of Oy, 
Teeth, and many other productions which are classic examples of the cultura! 
of the American living theater. It is to the everlasting credit of the Ame: 
theater that these shows have gained the acclaim of critics and audiences throug} 
out the entire free and Communist worlds alike. Someday there will be a brea 
in the Iron Curtain, created perhaps to a great extent by an exchange of cultura 
arts. But to insure the success of such a program for which Congress is expending 
large sums of money we must maintain the high caliber of our cultural art forms 
That cannot be done by making the livelihood of actors and artists fina: 
impracticable. Any additional financial burdens such as more taxatior 
only discourage our fledgling artists. 




















PAST AND PRESENT ATTITUDE TOWARD TAXATION 





Being an art form, the living theater should never have been subjected to taxa 
tion. We realized however the need for the additional revenue during the Se: 
World War. But the tax should have been removed at the termination of t! 
state of national emergency. We may never completely recover from the injur 
resulting from the continuation of this tax. 

In the past, we have appealed to Congress for tax relief from Federal excisy 
taxes in order that the former vigor and welfare of the theater may he restored 
Congress responded to our pleas and reduced the wartime excise tax by 30 percent 
We are even now preparing to go before Congress once more and ask that th 
remaining 10 percent Federal admissions tax be removed. We vigorously support 
such measures as H. R. 7609 introduced by the Honorable Frank Thompso: 
New Jersey, and a similar bill introduced by Congressman Celler of New York 
which legislation is designed to remove excise taxes from all fine arts productio: 
including theater, lectures, operas, ballets, concerts, in order to stimulate + 
growth of the cultural arts in this country. This proposed tax, if approved, wo 
be a complete reversal of congressional policy. Two years ago Congress reduc 
the excise tax, and today there is widespread sympathy for our appeal to com- 
pletely eliminate the excise tax. To substitute local District taxes for Federa 
taxes seems inconsistent with vour general approach to our industry’s problems 

We have not advocated tax relief in order that the individual producers 
actors may enjoy additional personal remuneration.. We have only pleaded 
insure that the theater as we know it today does not fall into total eclipse. 

Since the lowering of the admissions tax to 10 percent there has been a ver 
modest increase for the betterment in certain phases of the theatrical industr 
particularly in the resurgence of winter and summer stock companies. I cit: 
this as an example of how even the most modest increases in revenue can aid our 
industry. There are numerous legitimate theater productions which are forced 
to close for financial reasons. If it were not for the sympathetic interests of 


certain “‘patrons of the theater’ a great many more plays would never reach th: 
publie. 




























There are, in Washington, only two major professional legitimate theaters 
The introduction into our great Capital of such cultural forms of entertainment 
as the theater, classical music, art, has not been accomplished with ease. Patrons 
of the arts in all its forms have contributed their time, labors, and financial re- 
sources to the end that this great city may enjoy its rightful place as a true world 
metropolis in every sense of the word. There are, moreover, in Washingtor 
innumerable competitive attractions to the theater; many of them admissio! 
free. The living theater is not the sole art form, but it is an integral part of our 
culture and one media which, I am sure, you all want to see retained on the 
Capital scene. We have recently witnessed the showing in Washington of first- 
rate productions. Soon to be seen are such fine plays as Kismet, Damn Yankees, 
etc. Productions such as these cannot find their way to Washington if they are 
faced with the prospect of financial loss as a result of taxation. Because of the 
terrific competition for audiences, an additional tax could not be passed on to the 
public. It would thus have to be assumed by the theater, thus further narrowing 
the already infinitesimal margin of profit. As stated, many people have labored 
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sly to build up the level of the legitimate theater in Washington. It 
an injustice to nullify all their good work for the sake of a small pittance 
will benefit no one. 





PROPOSED 2 PERCENT TAX 





PRACTICAL ASPECTS OF THE 


his juncture I would like to point out some practical aspects as regards 
roposed tax on legitimate theater admissions. The revenue which would 
lized from the legitimate theater in the District of Columbia would come 
rilv from the two major theaters—the National and the Shubert. 1955 was 
er year for the legitimate theater in Washington. However there were 20 


; during which the National Theater was closed. The Shubert Theater was 


ven more than the National. And the small Arena Theater was forced to 
vecause, although an artistic success, it was a financial failure. Mr. Scott 
itrick, manager of the National Theater, advised that even if the theater 
tically were open 52 weeks of the year the most revenue a 2 percent tax 
produce is $12,500. From the Shubert it is reliably estimated that the 
enue would amount to $7,000. Thus the total revenue from a 2-percent 
legitimate theater admissions in the District of Columbia would be $19,500 

the best years. 

not have to remind you of the costs of administering such a tax program 
is regards the Government and the private enterprise affected. 







DERIVED 





TAX ADMINISTRATION COSTS EXCEED REVENUE 


experience provides us with knowledge that for the Government to ad- 


ster an admissions tax program would most certainly entail expenditures far 
iter than the $19,500 income which would be received from the 2-percent tax 
2-percent tax if assumed by the theaters would discourage future Washington 
juections or if assumed by the public, would discourage attendance and due to 


st of administration would be a financial loss to the District of Columbia 


ernment. Thus no one, the public, the theater industry or local government 


recent loss of revenue or the additional costs of administration. 


ls to gain from this proposed tax. The theater cannot afford either the 


CONCLUSION 


have briefly sketched a dark picture drawn from the facts available to us all. 


nnot see how one can reach a different conclusion. The stimulus needed for 


‘ontinued existence is the complete removal of all taxes, Federal, State, and 
If we are successful, as we have been in the past, in completely removing 


leral taxes, I am convinced that the consequent additional revenue will afford 


1e opportunity not only to continue at the present level but to grow and ex- 
{ our industry. However, the relief from Federal taxes will be to no avail if 


States and local municipalities now step in and impose their own taxes. 
Che living theater industry is not asking for Government subsidization similar 


li 


it found in almost all of the countries of the world, including England, whose 

was the model for our theater. We have been proud of our ability in the 
to thrive on the free-enterprise system. However, if we are face’ with con- 
ng taxation compounded by the commercially sponsored competition of 
ision and radio and the tax exempt movie admissions, we may all in our life- 

witness the virtual elimination of the living theater as an integral part of 
free competitive enterprise system. The only alternative would be Govern- 
t subsidization which we do not ask nor do we want. 


It should be noted here that both the United States Government and private 


terprise are taking giant steps to protect our accomplishments and stimulate 


ress in almost every area of the educational and occupational fields. Added 


lucements to continued endeavor are daily meted out to teachers, farmers, 
litary personnel, labor, ete. But in the world of arts we are being penalized 
suffocating taxation. We seek no more than an equal standing with other 
‘upations and professions. 
I express the sincere gratitude of the countless thousands’ of organizations, 
roups, and individuals, both professional and nonprofessional, in each of the 48 
States and the District of Columbia for allowing us the opportunity to express 
ir views. All of us in this industry are convinced that given the opportunity 
freely compete, the living theater will always give a wonderful account of itself. 


il 


| 


Free from taxation, whether it be Federal, State, or local, the legitimate theater 


grow and expand until it is brought into every city, village, and hamlet in 
great country. 
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ExuiBit A 
THE CASE AGAINST THE STATE DISPENSARY SYSTE) 
Minnesota Wine & Spirits Institute, Inc., Minneapolis 1, Min: 
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LIST OF CHARTS 


More than $117,000,000 in Direct Alcoholic Beverage Taxes Has Be: 
Collected in the State of Minnesota Since Repeal. 

Alcoholic Beverage Tax Collections Are Minnesota’s Second Largest 
Commodity Tax Source. 

Minnesota Derives As Much Direct Alcoholic Beverage Revenues Pe 
Capita as the Average Dispensary State. 

Minnesota Derives More Direct Alcoholic Beverage Revenue Per 
Capita than Her Adjacent States in the Mid-West. 

Classification Data. 

Economic Movement Resulting from the Activities of Minnesota’s 
Alcoholic Beverage Industry. 

Distribution of Direct and Hidden Alcoholic Beverage Taxes Paid b 
the Alcoholic Beverage Industry. 
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DEFINITION OF TERMS USED IN THIS SURVEY 


ALCOHOLIC BEVERAGES refers to distilled spirits, wines and malt bev- 
erages (beer, ale, etc.), collectively. 


ALCOHOLIC BEVERAGE TAXES are those that are levied directly on 
alcoholic beverages. 


These direct alcoholic beverages taxes are as follows: 

State License Fees are paid to the State by the manufacturer and whole- 
saler solely for the privilege of engaging in the sale of alcoholic bev- 
erages. Every wholesaler must pay to the State an annual license fee 
in the sum of $2,500, except that wholesalers of beer containing more 
than 3.2 per cent of alcohol by volume, shall pay to the State an annual 
license fee of $250. 


Local License Fees are levied by city, village or county governments on 
retailers solely for the privilege of engaging in the sale of alcoholic 
beverages. In this survey, local retailer license fees show only as part 
of local collections. 

Excise Tax is the basic direct alcoholic beverage tax levied by the State, 
amounting to $2.50 per gallon on distilled spirits — 20¢ to 60¢ per 
gallon on wines, depending on alcoholic content — .065¢ per gallon 
on beer, malt or ale containing more than 3.2% alcohol by weight — 
.032¢ on malt beverages containing 3.2% alcohol. The State excise 
tax becomes part of the retail sales price and is, therefore, passed on 
to and paid by the ultimate purchaser. Certification and case label fees 
while generally considered part of the excise tax are not passed on, 
and therefore generally reflect in the cost or price of the product. 


DISTILLED SPIRITS refers to whiskey, gin, brandy, rum, cordials and 
liqueurs and certain other “specialty products” such as vodka, tequilla, etc. 


GOODS AND SERVICE EXPENDITURES OF EMPLOYERS AND 
EMPLOYEES refers to non-business expenditures for rent, utilities, food, 
clothing, entertainment, life insurance premiums, hospitalization insurance 
premiums, automobile maintenance and services, property improvement, 
etc. — expenses paid by employers and employees of wine and liquor 
wholesale establishments in their capacity as private citizens. 


GOODS AND SERVICE EXPENDITURES OF WHOLESALE BUSI- 
NESSES refers to business outlays of wine and liquor wholesalers for rent, 
property improvements, utility services, supplies, vehicle maintenance, pro- 
fessional services, advertising, etc., but does not include interest on short 
and long term debts. These are distinguished, in this survey, from the 
non-business expenditures for goods and services by all employers and em- 
ployees, in their capacity as private citizens. 
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HIDDEN TAXES include taxes other than alcoholic beverage taxes which 
are levied on all businesses in Minnesota and taxes which are levied op 
individuals as private citizens. Since these taxes never show up separatel; 
by individual industry breakdowns, they are called hidden taxes. The hidden 

business taxes are paid by the liquor and wine wholesale businesses in Minn. 
esota in addition to the direct alcoholic beverage taxes, which such busi. 
nesses also pay in direct taxes, and include the state corporation tax, personal 
property taxes, real estate taxes, and automobile license fee. (Other in. 
direct taxes, such as the gasoline tax, are not covered in this survey.) 


Employers and employees, as individuals, also pay hidden taxes in the 
form of the State income tax, personal property tax, real estate tax, and 
automobile license fee. (Certain indirect taxes paid by individuals, such 
as the gasoline tax, cigarette tax, etc., are not included in this survey.) 


ROFESSIONAL SERVICES, as referred to in this survey, means the services 
of accountants and legal counsel. 


VHOLESALERS, as referred to in this survey, are those individuals or corp- 
orations who have been licensed by the State to purchase distilled spirits 
and wines directly from the distiller, vintner, or usual source of supply 
These wholesalers are required by law to sell only to legally licensed retailers. 


Note the industry in this survey is referred to as the alcoholic bev« 


industry or the wine and liquor industry. The former term 1s 
ployed in connection with direct revenue data primarily which n¢ 

includes wine, liquor and beer hgures; the latter term is 
ploved largely in connection with the economic activity of the 


rit 


lustry where no figures on beer outlets actually appear 
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INTRODUCTION 


Possible legislation affecting the private enterprise position of the whole- 
sale wine and liquor industry in Minnesota has led industry representatives 
and various public-spirited citizens to undertake a survey of what the actual 
economic, political ard social effects of such legislation might be. To high- 
light these findings it was determined to investigate the present status of the 
wholesale wine and liquor industry. 


Industry representatives and certain citizens decided to find out just exactly 
what the alcoholic beverage industry in Minnesota is, to what extent it has 
contributed toward the economic well-being of the State, its Local Govern- 
ments and its people, and what are the moral, social and political implications 
of government competition with its citizens in terms of the establishment of 
a State dispensary operation. 


By analyzing the economic importance of the industry in terms of direct 
and hidden taxes paid to State and Local Governments, and indirect con- 
tributions made by the industry and its employees in the purchase of goods 
and services within the State, they demonstrate that the alcoholic beverage 
industry already contributes a sizable amount in State and Local revenue — 
in fact as much as dispensary States—and that the State and Local Govern- 
ments as well as Minnesota's businesses and merchants would lose an import- 
ant source of income should the existing private enterprise wholesaling be 
taken over by the State. 


By examining the principles of the private enterprise system as opposed to 
State dispensaries, industry representatives and interested citizens indicate 
that National, State or Local Government totalitarianism or socialism may 
well have its beginnings with economic competition between a government 
and its citizens and that a government which goes into a dispensary system in 
alcoholic beverages for profit motives eventually may also constitute itself a 
dispensary dealer in other commodities. 


By citing examples of graft, corruption and lax enforcement and control 
which have occurred in other instances of governmental ownership of the 
alcoholic beverage industry, they conclusively show that these weaknesses are 
inevitable accompaniments of State or governmenta! ownership of the alcoholic 
beverage industry or any other industry. 

Toward these ends, the Minnesota Wine & Spirits Institute, a State-wide 
organization comprising wholesale liquor and wine dealers, presents this sur- 
vey. 

Wine and liquor wholesale distributing firms in Minnesota were sent 


questionnaires asking for detailed information on their tax payments, their 
expenditures for selected goods and services, their contributions and economic 
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positions during the calendar year 1947. To supplement this, at the same 
time, every employer and employee in the wholesale wine and liquor industn 
received a questionnaire asking for equally detailed information on his ec. 
nomic activities in his capacity as a private citizen. 


During the time this survey was in progress, there was secured from the 


State Tax Commission detailed information concerning the State’s revenues 


and the tax position of the alcoholic beverage industry—such data are an 
essential part of this survey. 


The individual results of the questionnaire survey were tabulated by an 


independent tabulating company, Barnard & Company, whose letter of trans. 
mittal accompanies this report. 


Part I-B and the tables in the Appendix are based upon these tabulations 
(The methods used to arrive at the various estimates used in Part I-B of this 
study also appear in the Appendix. ) 


As a whole, the statistical sections of the survey are based on the question 
naire polling and the tax and revenue data received from the State. The 


conclusions, which follow this Introduction, point out briefly the major find. 
ings of the survey. 


* * * * * 


—Part I-A of the survey analyzes the direct tax position of the alcoholi 
beverage industry in Minnesota. The direct tax payments of the alcoholic 
beverage industry in Minnesota involve collections made at both the retail 
and wholesale levels; although it would have been desirable to have effected 
a segregation, actually the data do not allow this and are consequently all- 
inclusive. Similarly, certain direct taxes, notably the excise tax, are passed or 
by the State to the wholesale level and by the wholesale level to the retail 
level and, ultimately, to the purchaser. Therefore, of necessity, this section 
represents a complete direct tax anlaysis rather than one confining its atten- 
tion to wholesale operation. 

—Part I-B considers the results of the questionnaire survey as they relate t 
the economic importance of the wholesale wine and liquor industry and its 
employers and employees and their families in Minnesota—in other words, 
the many indirect contributions of the wine and liquor industry at the whole- 
sale level. 

—Part II, on enforcement and control, considers the inherent structural 
weaknesses of a State dispensary system. 


—Part III, entitled “Americanism vs. Totalitarianism or Socialism”, considers 
in detail the various social and moral dangers inherent in governmental en 
croachment into the field of private enterprise. 

—Part IV, presents a small part of the many groups who oppose the State 
dispensary system because of the social and economic dangers involved. 

—As mentioned previously, the Appendix furnishes the statistical support- 
ing data on which the questionnaire and revenue analyses have been based. 









PROVIDE REVENUE FOR D. C. AND OTHER PURPOSES 265 
IMPORTANT NOTE 


As stated in the Introduction, Parts I-A and I-B of this survey were designed 
to secure material which, among other things, would highlight the direct 
economic importance of the alcoholic beverage industry in Minnesota, in the 
form of revenues and the indirect economic importance of the industry in the 
form of the expenditures made by employers and employees of wine and liquor 
wholesale firms. 


For purposes of direct and simple presentation, Part I-B of the survey has 
focused its attention on a Selected list of economic facts. It was decided to 
secure information which would illustrate the industry's tax contributions to 
the State and Local Governments, its contributions to other industries, mer- 
chants and service groups, and to the citizens and charitable organizations of 
the State by selecting examples of outlays for certain representative goods 
and services. The specific and representative items which are considered in 
connection with expenditures for goods and services (food, rent, clothing, etc.) 
have been chosen to illustrate, in a general way, the extent to which certain 
basic industries, merchants and service groups benefit from the operation of 
a legally licensed wholesale liquor and wine industry in Minnesota. 


It should be noted that Part 1-B of the study does not include expenditures 
t any outlets engaged in the distribution of beer. Had it been possible to 
base the study on information which included all wholesale outlets in the 
State, the economic signifuance of the alcoholic beverage industry and its 


employees in Minnesota would have been increased. 


It must also be remembered that this survey (except in the instance of the 
direct revenue data, which are not capable of segregation) does not include 
any of the economic activity at the retail level. This survey confines its atten- 
tion to the economic contribution of the wholesale alcoholic beverage industry, 
except as noted. If it was intended to give a complete picture of the entire 
alcoholic beverage industry, it would be necessary to add the data for beer 
wholesalers and for all the alcoholic beverage retailers in the State of Min- 
nesota—under such conditions, the economic picture of the alcoholic beverage 
industry would be magnified very materially. 
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SURVEY CONCLUSIONS 


The alcoholic beverage industry in Minnesota, through direct taxes, cop. 
tributes its fair proportionate share of the cost of State government. This 
industry in Minnesota, as it now exists under a private enterprise operation 


1948 Direct State and Local Alcoholic 
Beverage Revenues $23,455,582 


In the fiscal year 1948 alone, the State and its Local Governments received 
$23,455,582 from direct taxes levied on the alcoholic beverage industry. Of 
this amount, the State Government itself collected $16,455,582 and Local 
Governments received $7,000,000. 


Minnesota’s Excise Tax on Alcoholic Beverages 
Third Highest in Nation 


Minnesota's liquor revenues rank high in comparison with other states 
While Minnesota's total per capita income ranks 19th in the nation, and 
while Minnesota is 16th in population rank in the United States, Minnesota's 
alcoholic beverage revenues rank in 11th position in comparison with other 
states. This is accounted for by the fact that Minnesota's excise tax rate alone 
of $2.50 per gallon on liquor is the third highest in the nation, such liquor 
tax rate being exceeded by only two states, Arkansas and South Carolina, whose 
rates are $2.52 and $2.72 respectively. 


1934-1948 Direct Revenues from Alcoholic Beverages $115,638,496 


In terms of direct revenues received from the industry in the form of excise 
taxes, license fees, and certification and .case labels, Minnesota and its Local 











































i 
also is an important factor in the economy of the State by virtue of its em. " 
ployment of people and its expenditures for various goods and services. P 

serv! 
Alcoholic Beverage Revenues Are Minnesota's emp 
Second Largest Source of Income iture 
Revenues from alcoholic beverages from Minnesota rank high in com a 
parison with tax revenues from other sources. Following are comparative 
figures: Hi 
Motor Fuels Tax Receipts $30,337,000; Liquor Tax Receipts $16,455,582; At 
Railroad Gross Earnings Tax Receipts $11,060,247; Occupational Tax Receipts 
(Iron Ore) $9,581,780; Cigarette Tax Receipts $8,002,874; Insurance Gross 
Premium Tax Receipts $3,711,100; Telephone Gross Earnings Tax Receipts en 
$2,325,156; Royalty (Iron Ore) Tax Receipts $1,697,726; Freight Gross PF 
Earnings Tax Receipts $171,809; Telegraph Gross Earnings Tax Receipts 
$144,842; Express Gross Earnings Tax Receipts $80,976; Sleeping Car Gross P 
Earnings Tax Receipts $66,635, for the fiscal year 1948. I 
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ernments benefited by $115,638,496 from Repeal through the fiscal year 
ing June 30, 1948. 









COn- 
This Goods and Services Expenditures Benefit Minnesota 
aoa Businesses in Amount of $3,490,506 in 1947 







em- 
A total of $3,490,506 was expended during the year 1947 in goods and 

services purchases made by wine and liquor wholesale businesses and the 
employers and employees of such businesses. This figure reflects the expend- 

itures made by the firms and individuals of such businesses for the various 

: goods and service items required by these wholesale firms in carrying on their 





business operations and covered in this survey. 







Hidden Tax Revenue Benefits to Minnesota 
Amount to $445,921 in 1947 


A total of $445,921 was spent in taxes by these wholesale firms and the 
employers and employees of such firms. These include real estate tax, personal 
property tax, automobile registration fees and other income taxes. 







Per Capita Direct Alcoholic Beverage Revenue in Minnesota 
Equal to Average Dispensary State Revenue* 





On a per capita basis, Minnesota’s direct alcoholic beverage revenues alone 
amount to $7.22. Typical examples of per capita revenue in dispensary operated 
states are Iowa, $5.13; Michigan, $6.64; Ohio, $7.59; and Wyoming $5.66 as 
compared to Minnesota’s $7.22 (Due to the increase in the liquor excise tax 
authorized by Act of the 1947 Legislature, Minnesota's liquor revenues have 
increased and the per capita revenue for the fiscal year ending June 30, 1948 
is $8.37. This is computed on the basis of the current estimated population of 
2,800,000 people). 














Per Capita Direct Alcoholic Beverage Revenues in Minnesota 
Greater Than Those of Other Private Enterprise States* 





Minnesota direct per capita liquor revenue of $7.22 is appreciably greater 
than the $4.47 reported for the average private enterprise State. Moreover, 
the Minnesota per capita revenue figure is well in excess of the amounts 
reported for neighboring States—$5.76 for North Dakota, $5.84 for South 
Dakota, $4.77 for Wisconsin and $5.74 for Illinois, Nebraska $2.85, and 
Indiana $4.16. 













* Calendar year 1947 figures are used in this paragraph since this is the latest period for 
which figures from all states are available 
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Political, Moral and Social Factors Strongly Favor 
Private Enterprise Operation 


Based on the comparative per capita revenues, and on the total tax revenue; 
from alcoholic beverages under the present private enterprise system, this 
survey indicates that Minnesota fares exceptionally well and that it is highly 
questionable whether any substantial additional revenues could be anticipated 
under a State dispensary system. Furthermore, the economic activity stemming 
from the present system through employment of people and purchases of 
goods and services is an important additional factor. These economic con. 
siderations are fortified by political and social factors. This survey clearly 
demonstrates the flaws apparent in the governmental ownership of any private 
enterprise (profit-producing) business by presenting newspaper illustrations 
of the graft, corruption and political maneuvering which result under such 
ownership. 


This survey conclusively shows, through a careful analysis of the principles 
of democracy, that the expropriation by a government of an efficient, well-run 
private enterprise business constitutes an encroachment upon citizens’ liberties 
and privileges which is more closely akin to the ways of totalitarianism than 
to those of a democratic State. 





I-A 


The Direct Revenue Position 
of the 
Alcoholic Beverage Industry 


in Minnesota 
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FOREWORD 


This section is concerned solely with the direct revenues which the State of 
Minnesota and its Local Governmental units receive through the operation of 
a legally licensed private enterprise alcoholic beverage industry. It emphasizes 
the economic importance of these revenues to the State of Minnesota and 
demonstrates the favorable revenue position of Minnesota as a private license 
State—not only in comparison with the average dispensary States, but also 
as compared with other private license States. 


To obtain a complete picture of the contribution of the alcoholic beveray: 
industry, this section should be considered in combination with the following 
section—1-B—which discusses the hidden revenues and good and services 


expenditures that additionally benefit State and Local Governments and the 
citizens of Minnesota. 
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THE DIRECT REVENUE POSITION OF THE 
ALCOHOLIC BEVERAGE INDUSTRY IN MINNESOTA 


A careful analysis of the present private enterprise alcoholic beverage dis- 
pensary system in Minnesota indicates that Minnesota receives as much direct 
revenue from this industry as most States, when computed on a per capita basis. 

A total of $117,318,715 has been collected by the State and Local Govern- 
ments of Minnesota in direct alcoholic beverage taxes during the fiscal years 
ending June 30, 1934 through 1948. (See Appendix Table I Chart I). This 
amount was realized from revenues derived from Local and State license fees, 
excise taxes and certification and case label fees. The importance of this 
contribution by the alcoholic beverage industry to the Governments of Min- 
nesota is obvious. 

The total 1934-1948 aloholic beverage revenues derived by the State alone 
amounted to $90,518,715, or 77 per cent of total State and Local Government 
alcoholic beverage revenue collections, before cost of administration deductions. 
Local government aloholic beverage tax collections for the fiscal years 1934- 
1948 totaled $26,800,000. 

In the fiscal year 1948, State and Local Governments collected $23,455,582 
from the alcoholic beverage industry: the State Government total was $16,455,- 
582, while Local Governments collected $7,000,000. Liquor tax revenues 
have become an increasingly important part of Minnesota's revenue picture 
over the years; in 1935, the alcoholic beverage tax collection total amounted 
to $3,026,194 and gradually increased to a total of $16,455,582 by 1948. 

The important role of liquor tax revenues of Minnesota's over-all revenue 
picture is best illustrated by a comparison of the alcoholic beverage tax revenue 
with other sources of State tax revenues. Following is a comparison of such 
revenues derived by the State tor the fiscal year 1948: 


MINNESOTA'S COMMODITY TAX SOURCES 
(Fiscal Year ended June 30, 1948) 


Motor Fuel Tax Receipts ......................---.-.---------$30,337,000 
Alcoholic Beverage Tax Receipts........-....--.------------------------ 16,455,582 
Railroad Gross Earnings Tax Receipts...........................- 11,060,247 
Occupational Tax Receipts (Iron Ore) .........................-._ 9,581,780 
Cigarette ‘Thner- Resntqee .esccsiticcwennsissincinninenencnnnensmeninateenns 8,002,874 
Insurance Gross Premium Tax Receipts -................-.----.---- 3,711,100 
Telephone Gross Earnings Tax Receipts -................-------- 2,325,156 
Royalty (Iron Ore) Tax Receipts -..............------------------ . 1,697,726 
Freight Gross Earnings Tax Receipts -..................-.---- es 171,809 
Telegraph Gross Earnings Tax Receipts -...................----. 144,842 
Express Gross Earnings Tax Receipts .................-.---.--------- 80,976 
Sleeping Car Gross Earnings Tax Receipts -...........-.-..-.---- 66,635 


Refer to Chart 2. 
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IN 
DIRECT ALCOHOLIC BEVERAGE 
TAXES 
HAS BEEN COLLECTED IN THE 
STATE OF MINNESOTA 
SINCE REPEAL 


MISCELLANEOUS STATE LICENSE FEES 
DIRECT INCOME $1,441,143 
$44,550 


COLLECTIONS 
$26,800,000 





STATE DIRECT 
ALCOHOLIC BEVERAGE 
EXCISE TAX 
$58,464,968 


CHART |! 
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To collect a total of $23,455,582 in direct tax revenues from the alcoho! 
beverage industry in 1948, the State of Minnesota spent only $100,000 
Though the State has been receiving increased revenues from the alcohol: 
beverage industry every year since Repeal, its costs of collection have din 
inished sharply as a per cent of total direct revenue receipts, pointing t 
creasingly efficient administration. During the fifteen years since Repeal 
average cost of collection amounted to 1.4 per cent of average revenues 
1934, the collection cost was 4.1 per cent of total alcoholic beverage revenues 
in that year; in contrast, the cost of collection for 1948 was only 0.4 per cent 
of total alcoholic beverage revenues in that year. 

There is no question but that the revenues of the alcoholic beverage indus 
try, collected by the State of Minnesota, are substantial. Actually, thes 
revenues are as large as the revenues of the average dispensary State and 
much larger than the revenues from the average private license State and ¢! 
States that immediately surround Minnesota, which are roughly comparable 
it from the standpoint of general economic and social characteristics. 

On a per capita basis, the direct alcoholic beverage revenue of the averag 
dispensary State was $7.26 for the calendar year 1947. The per capita direct 
aloholic beverage revenues of Minnesota was $7.22, or, for all practical pur 
poses, the same amount. (Comparative figures for calendar year 1947 
are shown since that is the latest period for which figures for all states ar 
available. However, Minnesota's increased distilled spirits tax to $2.50 per ga 
lon, has resulted in increasing the per capita revenue for the fiscal year 1947-48 
to $8.37 or considerably higher than the average per capita revenue of dispen 
sary States. This figure is based on estimated current population of 2,800,000 
people.) 

The following table shows the per capita direct revenue for a number of 


typical States operating under the dispensary system as compared with Min 
nesota’s per capita revenue. 


Per Capita Direct Revenue from Alcoholic Beverages: 
Minnesota compared with Typical Dispensary States 


(Calendar Year 1947) 


MINNESOTA ieieeilaaemninal sceocebstisiels $7.22 
lowa : 5.13 
Michigan 6.64 
Ohio ; “ 7-59 
Wyoming 4 . 5.66 


In comparing the revenues derived from the alcoholic beverage dispensary 
system in the States of lowa, Ohio and Michigan, it should be kept in mind that 
in these States the income results from the sale of alcoholic beverages at both 
the retail and wholesale level. Wyoming is the only State which operates 
a dispensary plan exclusively at the wholesale level. Refer to Chart 3 
(Appendix Table II). 
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MINNESOTA DERIVES AS MUCH 
DIRECT ALCOHOLIC BEVERAGE 
REVENUE PER CAPITA AS THE 
AVERAGE DISPENSARY STATE 


AVERAGE DISPENSARY 


MINNESOTA STATE — $7.26 


$7.22 


: 


. . 





CHART 3 
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The average private license State has a per capita revenue from direct ql. 
coholic beverage taxes of $4.47. This is 62 per cent less than the $7.22 of 
the State of Minnesota. The following table shows per capita direct revenue 


for comparable States: 


Per Capita Direct Revenue from Alcoholic Beverages: 
Minnesota Compared with Other Private License States 


(Calendar Year 1947) 


i Pi i A Bocas 
North Dakota 
South Dakota 


Refer to Chart 4 (Appendix Table II). 


The State of Minnesota has an excellent revenue position per se from 
alcoholic beverage taxes and a better-than-average revenue position on a com- 
parative basis. 


Minnesota's very favorable alcoholic beverage revenue position is further 
accentuated by comparing the revenue position with Minnesota's relative posi- 
tion from a standpoint of population and also with the per capita income 
position as compared with other States. Minnesota ranks 16th in population 
in the United States and the per capita income of its citizens ranks 19th. How- 
ever, in revenues from alcoholic beverages Minnesota ranks 11th in the 
nation. 


On the basis of the foregoing facts and statistics, the substitution of a 
wholesale dispensary system in the stead of the present private enterprise 
structure is unwarranted. When the revenues that additionally benefit the 
State and its citizens, considered in the following section, are added to the 
direct revenue advantage discussed herein, the State dispensary proposition 
is completely untenable. 
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The Indirect Revenue Position 
of the 
Alcoholic Beverage Industry 


in Minnesota 
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FOREWORD 


In addition to the direct revenues received by the State of Minnesota and 
its Local Governments from the wholesale alcoholic beverage industry, the 
State, its governmental subdivisions and Minnesota's industries and merchants 
benefit materially from the substantial indirect revenues deriving from the 
economic activities of the wine and liquor wholesalers, their employees and 
families in the form of payments in rent, utilities, food, clothing, insurance, 


etc., and from the significant sums the industry pays in, what this survey 
terms, hidden taxes. 


Part I-B of this survey emphasizes these contributions and points out the 
potential loss which would be sustained by the Government and people of 
Minnesota if the private enterprise wholesale wine and liquor industry were 
to be replaced by a wholesale State dispensary system. 
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THE INDIRECT REVENUE POSITION OF THE 
ALCOHOLIC BEVERAGE INDUSTRY IN MINNESOTA 


There are sixteen wine and liquor wholesalers in the State of Minnesota, 

gally licensed to engage in the sale and distribution of distilled spirits and 
wine. These outlets employ 552 people, both employers and employees, and 
support an additional 885 people who are dependent upon the earnings of the 
industry employees for their food, clothing, shelter and the numerous other 
wants and needs that are part of living. (Refer to Chart 5). 


The wages and earnings of these industry people represent the incomes of 
Minnesota’s Own citizens which are returned to the other citizens and busi- 
nesses in the State for goods and services purchased by them and, impor- 
tantly, to the State Government itself and its local subdivisions in the form 
f various direct and hidden taxes. A major part of the expenditures of both 
the wholesale outlets, as businesses, and of their employers and employees 
as private individuals, would be lost to Minnesota in the event of a State 
wholesale dispensary operation, however. 


The private enterprise wholesale alcoholic beverage outlets together with 
the people who work for them buy goods and services from other industries in 
the amount of more than three million dollars ($3,490,506) during the course 
of a year. This represents an important contribution to the economic life of 
Minnesota—a worthwhile source of income to Minnesota's utilities and banks, 
lawyers and accountants, merchants, insurance agencies, and the like. (See 
Appendix Table III, Chart 6.) 


Seventy-five percent of the wholesale outlets and 52 percent of the 
employers and employees rent the building in which they work or live, for 
which they pay $197,000 annually in rent to landlords in the State of 
Minnesota. 

The wholesale outlets, and the personnel of these wholesale outlets, 
pay $181,000 to the utility companies and $532,000 in life, health, acci- 
dent, public liability, fire and burglary insurance policies to the insurance 
firms. 

Such miscellaneous basic expenditures of the wholesale outlets as rest- 
room supplies, office equipment, general maintenance and repairs and 
warehouse equipment, and of the wholesalers and employees as the pur- 
chases of furniture, household equipment, hospital, medical and dental 
care, laundry services, lodge and other organization dues, amount to 
$495,000 for the industry in a year. 

The food and clothing bought by the members of the wholesale industry 
exceeds $764,000. 

Automotive maintenance and supplies, including tires, oil, gasoline and 
garage expenses for the wholesale alcoholic beverage industry (outlets 





282 


PROVIDE 


EMPLOYERS 
OFFICERS 


CLERICAL 


REVENUE FOR D. C. AND OTHER PURPOSE 


552 PERSONS 


MERCHANDISING MANAGERS 
BUYER & ASSISTANTS 


WAREHOUSEMEN, STEWARDS 
SHIPPERS 


WHO IN TURN SUPPORT 


SALESMEN 


JANITORS & 
MISC. HELP 


CHART 5 





PROVIDE REVENUE FOR D. 


C. AND OTHER PURPOSES 283 


ECONOMIC MOVEMENT 
RESULTING FROM THE ACTIVITIES OF DIRECT 
MINNESOTA'S ALCOHOUC BEVERAGE TAXES* 
ALCOHOLIC BEVERAGE INDUSTRY 
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and employees) benefit the automotive business by $248,000 annually 
seventy-five percent of the wholesale firms own or rent trucks while 65% 
of the employers and employees own cars. The wholesale outlets, 


tion, pay for transportation, freight and express services in the an 
of $455,000. 


1\Ount 


All of the wholesale firms spend money on the improvement of their 
offices, warehouses and other business property each year. Forty-eight 
percent of the employers and employees in 1947 spent such sums on their 
homes. Together, the wholesale outlets and their employees pay more 


than $264,000 to carpenters, architects and others in the decorating 
business. 


A large majority of the wholesale businesses spend money each year 
on advertising and professional services. These expenses exceed $237,000 


Charitable contributions made by the industry members reflect the in 
dustry’s interest in and support of such activities. Wholesalers and em 


ployees contribute over $245,000 to civic, charitable and religious organ 
izations during a year. 


In addition to this indirect economic activity which benefits the other in- 
dustries and businesses in the State, the wholesale businesses and the employ 
ers and employees of these firms pay a significant sum to the State and Local 
Governments each year in the form of various hidden taxes, such as real 
estate, personal property, automobile registration and State income taxes. This 
tax total alone aggregates almost half a million dollars a year ($445,921) 
and does not include many of the other hidden taxes paid in the form of 
gasoline taxes, tobacco taxes, and so forth—nor does it include any Federal 
taxes paid by the wholesale liquor businesses or their employees. When the 
relatively few number of hidden taxes considered in this survey are added to 
the taxes paid specifically because of the use of an alcoholic beverage product 
by the wholesale alcoholic beverage industry, the resultant direct and hidden 
tax total benefiting the State of Minnesota and its Local Governments amounts 
to some $23,900,000 a year. * (See chart 7). 


In turn, when the direct and hidden tax revenues received by the State and 
its Local subdivisions are added to the selected goods and service expenditures 
made by the wholesalers and their employees, the resultant figure of $27,400,- 
000* gives some indication of the significant economic activity in the State of 
Minnesota arising from the operation of a private enterprise wholesale alco- 
holic beverage industry. Refer to Chart 6. 


Under a State dispensary system many of these activities and expenditures 
of the wholesale firms would be eliminated or curtailed. 


* Direct taxes are based on fiscal year 1948 data, hidden taxes on calendar year 1947 information 
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Contributions and advertising would be entirely eliminated, for ey 
with resultant hardship to the people in these businesses and the m: 
dividuals who benefit from civic and charity groups. Professional 
would be sharply decreased to the detriment of many accountants and 


The very existence of a State dispensary system implies a curtail: 
scope of operation. There is less economic activity and therefore les 
of wages and salaries in the average dispensary State than in the avers 
private enterprise area—arising out of the fact that there are less outlets 
average dispensary State, much fewer people employed and less wages 
salaries paid. 


To the State and Local Governments a State dispensary operation 
mean decreased governmental revenue from income taxes, property taxes 
to the other businesses and individuals in the State, it would mean a signit 
drop in income from goods and service outlays by the industry, includir 
business and personal property rentals and purchases, outlays for food 
ing, utility services, etc. 


The elimination of the wholesale wine and liquor industry as a pi 
enterprise system would result in a substantial loss to the State of Minn« 
As was demonstrated in the previous section, no gain in direct revenues c 
be anticipated by the State under a dispensary system and the indirect outlays 
of the industry would be so curtailed that Minnesota and its citizens would 
chance the loss of millions of dollars ordinarily disbursed by the industry in 
the purchase of goods and services and the payment of hidden taxes in the 


State. 


* * + * 


In considering the advantages which now accrue through the operation of 
a private enterprise wholesale wine and liquor business, as contrasted with 
the dis-advantanges resulting from a State dispensary operation, economic con 
siderations are not all-important. They constitute only one facet of the picture 
In the sense of their deep-rooted implications, perhaps the political, social ai 
moral aspects of State dispensary operation versus private enterprise operation 
are even more important. Some of those aspects are considered, in a general 
way, in the sections which follow. 





il 


Enforcement and Control Aspects 


of Dispensary 


Versus 


Private Enterprise Operations 
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ENFORCEMENT AND CONTROL ASPECTS OF 
DISPENSARY VERSUS 
PRIVATE ENTERPRISE OPERATIONS 





It is a matter of general agreement that the method of liquor control enf 
ment and regulation in the State of Minnesota is one of the best to be found 
in the United States. 





The alcoholic beverage laws of Minnesota and their accompanying r 
tions were soundly and appropriately designed so as to protect to the utm 
the welfare of its citizens and so as to best realize revenue potentialities < 
nected with the distribution and sale of alcoholic beverages under the best 
possible control and enforcement circumstances. The alcoholic beverage indus 
try in this State has always taken pride in its cooperation with governmental! 
authorities on all matters affecting their mutual interests; the State, as a result, 
has always been held up as an example of efficient, honest and impartial 
governmental administration and regulation. 


Any contemplated change in the direction of a State wholesale dispensary 
system, therefore, should be considered in the light of whether the best inter 
ests of the people and the State will be served. The only possible arguments 
that might be offered in favor of this change would be: 


1. greater revenue benefits, and 





2. better enforcement and control. 






This survey, in earlier sections, has already conclusively demonstrated that 
the State of Minnesota will derive for itself through the adoption of a State 
wholesale dispensary system no appreciable increase in direct alcoholic bever- 
age revenues, and will, in fact, lose for its citizens and itself many indirect 
revenue advantages. 



















The only issue then which faces the people of Minnesota is whether th: 
present method of control and enforcement under the present private enterpris« 
operation is more effective than under a potential State wholesale dispensary 
system. To arrive at any objective conclusions, it is necessary to consider the 
basic structure of the State dispensary system at any level of operation. By 
its very nature, the concept of a dispensary system is dual—on the one hand, 
the State arrogates to itself the sole right to purchase and distribute alcoholic 
beverages, and on the other hand, it provides for the regulation and control of 
such sale and distribution. 


The problem which presents itself, therefore, is whether it is feasible for 
a State to engage in the buying and selling of alcoholic beverages and, at the 
same time, maintain an impersonal, progressive and efficient attitude with re 
spect to control, enforcement and regulation. 
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Harrison and Laine, in their authoritative and often quoted work, “After 
Repeal”, have asserted that the basic weakness of the State dispensary system 
lies in “the combination, in the hands of a single administrative body, of the 
ncompatible functions of operating a liquor business and of exercising control 
ver the business through the licensing of private dealers and the imposition 
of regulations applicable alike to the dealer and consumer.” 


The conflict engendered by the State's dual responsibilities of sale and 
control has often resulted in the accentuation of the profit motive at the ex- 
pense of good control and enforcement. Since most State dispensary moves are 
advocated primarily because of the prospects for increased revenues, it is 
obvious that these prospects will be exploited to the fullest degree, and that 
the control functions will suffer thereform. (See the following Exhibit A.) 


The undue emphasis on the profit motive has been stressed by many promin- 
ent authorities. George M. Stout, State Liquor Administrator for California 
and former President of the National Conference of State Liquor Adminis- 
trators, states, “My study of liquor control systems in the various States has 
indicated that in the monopoly States (State dispensaries) the accent on 
revenue production grows increasingly great, and service to the people and 
in fact control over the sale and use of alcoholic beverages suffer in con- 
sequence. 


In testimony before a Sub-committee of the U. S. Senate, an examiner in 
the Liquor Division of the Auditor's office in Ohio, which operates a State 
dispensary system said, “It is my opinion that the State has emphasized the 
profit angle to an extreme.” 


In a history of South Carolina's 15-year experience with the liquor-dispen- 
sary system, published by the Board of Temperance of the Methodist Church, 
it was pointed out that “as the system developed the success of the venture 
more and more came to be reckoned on the profits to the public treasury, and 
the alleged benefits were less considered . . . the State-dispensary system has 
been carefully weighed in the balance and found wanting as a solution of the 
liquor problem.” 


The January, 1945 issue of the National Liquor Review in discussing the 
State dispensary system of operation asserted that ‘a favorable balance sheet 
is likely to become more important than efficient control.” 


In view of the fact that dispensary operations inevitably tend to shift em- 
phasis to revenue rather than control considerations—and in view of the 
fact that the alcoholic beverage revenue potentialities to Minnesota are best 
realized under a private enterprise system, there appears to be no valid argu- 
ment which proponents of a dispensary system can justifiably advance. 


* * * * 
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EXHIBIT A 


Thirteen Years of Failure— 
Let's Try Law Enforcement! PITTSBURGH, PA. 


For 13 years now the people of Ohio 
have put up with « long string of abuses 
and violations of the state liquor law. 

> . . 


Let's glance quickly over the record: 


Under Governor Davey, the state Demo- 
cratic chairman was accused of offering 
jobs to state representatives to block a 
legislative probe of the liquor system. A 
Franklin County grand jury had failed to 
return any indictments and the Legisla- 
ture was asked for a thorough probe. Top- 
selling whiskies were barred from Ohio, 
so other brands could be purchased from 
favored dealers. The same liquor cost 
more in Ohio than in other states. Inves- 
tigations showed that at least half of the 
private clubs were fakes, set up to «et 
away with Sunday sales and other viola- 
tions. All comers were welcome. Johnny 
Nolan's famous $82,500 “truckless” truck- 
ing contract came to light. 


Under Lausche, most of the scandal re- 
sulted from the last three weeks of his 
term. Club permits were issued whole- 
sale with little or no investigation. Many 
of the applications were perjured. Some 
of the clubs were non-existent. Value of 

skyrocketed. Sales 


POST=~GAZETTE 
August 27,1947 


Fill the Liquor Board 


The liquor situation in Pennsylvania 
is bad for three reasons: 

\. There is lax interpretation and en- 
forcement of the law. ates 

2. The state monopoly prices are t 
high 

3. The State Control Board hasn't had 
its full complement of three members 
since William S. Rial died in 1941. 

If the third reason were eliminated 
chances are good that something could be 
done about the other two. 

* * * 

The citizen doesn’t have to look beyond 
Allegheny County, where the so-called 
“clubs” get away with the most flagrant 
abuses, to see the results of an ambiguous 
law like the Quota Act and of lax enforce- 
ment. 

As for prices. a bottle of whisky costs 
more in Pennsylvania than in any othe 
monopoly state except Utah. The er 


phasis io Fenpeylvania appears to be < 
Zevenue rather than on control. ~~ 


0 
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The weaknesses inherent in the State dispensary system not only cause an 
ver-emphasis upon the profit motive, but may also bring about a laxness in 
ntrol resulting in inefficiency, graft and corruption. 


Under a State liquor dispensary system, disruptions in service result because 
he personal incentive important in conducting an honest and efficient private 
nterprise business is not present. The staff, often chosen from civil service 
lists, is guaranteed tenure in office regardless of their performance of duties. 
On the executive level, political expediency many times governs appointments 
to office so that the wrong people are placed in positions of importance. When 
a responsible and honest person does achieve a position of trust and power, 
his tenure of office is often ended abruptly when his political party goes out 
f power. 


The very success of a man in private enterprise depends upon his ability to 
judge and serve public needs, but, as Eric Johnston, president of Motion 
Picture Producers and Distributors of America and former president of the 
U. S. Chamber of Commerce, points out, “The same man in government can 
compound stupidities almost endlessly. Since he makes no investment, he can 
suffer no losses. In the final analysis his economic safety depends less on 
accomplishment than on political connections, demogogic skill, and often a 
talent for evading responsibility by doing nothing, but doing it impressively. 
The assertions of Mr. Johnston are confirmed by the reports from several 
dispensary States. 


In Ohio, for example, on the enforcement level it was claimed that in- 
spectors were not sufficiently grounded in the State Liquor Law so as to 
enable them to give proper regulatory instructions to licensees. 


In addition, the State-store system suffered from overstocking of inventory 
because of mis-judgement in the purchase of liquors which proved slow- 
moving. Even today at bargain prices, Ohio is experiencing great difficulty 
in liquidating these swollen inventories and the losses being suffered on this 
‘investment” are being absorbed by the people themselves. (Refer to Exhibit 
B.) 
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In the State of Washington, it was alleged that the State Liquor Commission 
purchased 55,000 cases of an unknown brand of whiskey for five dollars 

sre per case than any high-class “name” brand of whiskey would have cost 
them with competent buying. (Refer to Exhibit C.) 


1 


EXHIBIT C 


WHY THE EXTRA °250,000 
MR. WALLGREN? 


Figeres end prices from 
14th Repert Weshington 
State Liquor Control 
Soerd. 


(Paid Advertisement) 


2 926,372.00 
oo $2,926.37" 


444,262 
$2,926,372.00 


tt ttt 


WHY, Mr. Wallgren, did you pay $58.00 per WHY, Mr. Wallgren, did you pay $5.00 MORE 
per case for something nobody wented when you 
could have given the public brands everybody 
wanted ... and saved $250,000? A quarter of 
a million dollars! 


case for 55,000 cases of an unknown brand (Old 
Blue Springs) of bourbon whiskey, to an unknown 
producer (Greenland, Incorporated) when you could 
(by your own figures} have bought such stenderd 
brands as Old Forester for $52.65 per case. Ken- WAS this $5.00 per case . . . this $250,000 
tucky Taven for $52.80 per case, Old Crow for “a commission”? If so, why pay it for undesirable 
$52.65 per case or Old Grandad for $52.65 per case? merchandise? Who got it—and why? 


WHO, Mr. Wallgren, is Greenland, Incorporated? 
And why buy from them severe! times more 
than your combined purchases of all standerd- 


GOOD GOVERNMENT ed aasli 
STARTS Wit THIS DEAL totaled $2,926,372.00; $3,190,000.00 


including taxes. How much did the cities and 


A Good GOVERNOR eae should profit from liquar sales) lose 


+ WHY NOT explein this “fancy financing” to the 
E public? 
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The inefficiency which stems from the inadequacies intrinsic in the alcoholi 


beverage dispensary system is further highlighted by the experience of such 
States as Pennsylvania, Alabama and Vermont. 


In Pennsylvania, the business judgment of the State Liquor Control Board 
was subjected to unfavorable editorial comment in several newspapers be 
cause of the administration of the State dispensary system. As a matter of 
fact, the Philadelphia (Pa.) Record declared that “the nation’s largest liquor 
monopoly should not be run as though it were a kid's lemonade stand.” 
Somewhat later, the Board was criticized by the Scranton (Pa.) Times for 
advancing price schedules which resulted in a “heavy decline in buying which 
in turn made it necessary to cut operating expenses by suspending or dismissing 
many clerks’. Approximately 400 store employees were laid off because of the 
drop in sales volume. (See Exhibit D.) 
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PHILADELPHIA, PA. 
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February 25,1945 


Probe the Liquor Board 

Investigation of the State Liquor Control 
Board by the Senate Republicans in a closed- 
door caucus in Harrisburg won't be an in- 
vestigation after all. 

Well, we think there should be a probe of 
the liquor board, a full-dress probe by a bi- 
partisan committee. 

This State, because of the size of 


= opposite is closer to the true picture 
t has been so since Governor James named 
Gelder, an avowed dry and a proven fumbler, 
and since Martin brought in Stuart, a political 
hack. 

The GOP constantly fire slingshots of 
criticism at the Federal Government for 
“inefficient administration.” 

Let them set their own house in order here 
in Pennsylvania. Let one of the State's big 
businessmen detach a really proven execu- 
tive from his staff. Let such a man head up 
the liquor board. 


be run as t it were a kids’ 
seemed ane 


EXHIBIT D 
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Dissatisfaction with the Vermont State Liquor Board has also been wide- 
spread because of what is labeled its bad business tactics of buying up me 
stocks of “green stuff” which were passed on to an unwilling public as a e 
liquor. In addition, the swollen liquor inventories were overstocked with many 
slow-moving items. (See Exhibit F.) 


EXHIBIT F 


Rove, Preston, Fowler, Miine 

In addition to these vigorous figures, Gov- 
ernor Gibson has put Peter A. Bove of Rut- 
land on the Vermont Liquor Board. The 
state liquor business has long been in pub- 
lic disfavor, the most recent cause of in- 
dignation being the oad business tactic of 
buying up surplus stocks of green stuff 
which must be passed off on an unwilling 
public as ‘irinkable liquor. Meanwhile the 
better brards for the most part find markets 
in other states. If we know anything about 
the persistent Bove, he'll put the liquor game 
on a busiuess basis. 
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The underlying weakness of the State dispensary structure impairs the 
efhicient operation of the liquor-control system, resulting not only in incom 
petent management, but also in malfeasance in office. Actually, the ineffec. 
tiveness of the State dispensary system often stems from political factors 
People are placed in positions of importance purely because of their connec 
tions with the political party currently in power. This means in effect that 
appointment to office is subject to the whims of political favoritism rather than 
satisfactory qualifications for office-holding. As a result, the pressures upon the 
appointee from party affiliates are likely to become overwhelming to the 
detriment of the best interests of the public. 


The huge sums of money involved in the operation of a liquor dispensary 
become a political plum at the disposal of a political party through its puppet 
—the political appointee. Some office-holders, because their primary allegiance 
is to the party rather than to the State and its citizens, lack conscientiousness 
in the performance of routine duties and, in addition, are subject to the per 
sonal temptations arising out of the huge sums of money at their disposal 


The newspaper clippings of editorial comment on the liquor-dispensary 
States present a varied and complete picture of the irregularities engendered 
by this system, ranking from the large-scale operation of some politicians who 
force gratuities from distillers before agreeing to handle their products to 
the smaller-scale operation of the individual dispensary employee who attempts 
to supplement an inadequate salary by petty graft. 


Charges and countercharges of malfeasance in office are at present being 
made in the State of Oregon. Public officials and commission members are 
accusing each other of the purchase of 30,000 cases of low-grade liquor from 
relatives on the one hand, and the sale of office supplies to the Commission 
by a company owned by the Chairman on the other. (See Exhibit G.) This 
scandal follows hard upon the heels of the seven million dollar “whiskey 
deal” negotiated by the Commission in Oregon just a year ago. 





PROVIDE REVEN UE 


EUGENE , OREGON 
REGISTER-GUARD 


September 7,1948 


EUGENE , OREGON 
REGISTER*GUARD 
September 24,1948 


But That Aroma Lingers On... 

n his official reply to the charges of his 
ousted liquor commissioner, Joe Freck, our 
governor John H. Hall admits that he “re 
quested” « purchase of 30,000 cases of 2-year- 
314 whiskey from a certain concern bat he 
ics thats was any way tavelved in 
the “emoluments” of this deal. To wit, he 
flatly denies Freck’s charge that he would 
be retained as attorney for this concern after 
his retirement as governor. 

Freck is out (for having sold merchan- 
dise to the commission of which he is a mem- 
ber). Hall is still in. We are remind an 
old refrain: 


“The song is ended, 
But the melody lingers on.” 


Why was the governor of Oregon “re- 
questing” “his liquor commission to purchase 
any particular brand or lot of ? 

In the relationship of any governor to his 
appointed agents, it is of the essence that 
he shall not tamper with their administrative 
actions. The Knox law does not give to the 
governor any administrative authority in 
liquor control beyond the selection of the 
commission, and the obligation to supervise 
their administrative conduct and remove 
them for malfeasance. After the appointment, 
the governor’s function becomes quasi- 
judicial. He is merely the judge of their 
performance. 

And we give John Mall credit for being 
too smart to assume that the governor has 
any actual] directive powers. By his own 
statements he convicts himself of what is, to 
say the least, 2 gross impropriety. 


EXHIBIT G 
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The liquor administration of Ohio is replete with alleged examples of dis 
honesty on every level of dispensary activity. Just a few months ago, a three. 
week undercover investigation of State liquor stores in Cleveland resulted in 
a five-day suspension of 19 employees who accepted ‘‘tips” and showed favor 
itism to ‘‘special’’ customers. 


Attorney General Hugh S. Jenkins summed up the Ohio situation very wel! 
when he said that he found “political favoritism, irregularities and questior 
able if not illegal practices” in the State. He proposed that Ohio either get rid 
of politics and corruption in its handling of the liquor problem or get out of 
the liquor business. (Refer to Exhibit H.). 
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“One of Ohio's leadin 
that the State get out of 
Prise operation. 


FOR D. AND OTHER PURPOSES 
new 
zg spapers, has on several Occasions recommend 


€ss and turn it over to a private 


¢ the liquor busin 
(Refer to Exhibit I). 


enter 


EXHIB 7 
Cleveland News Advocates ' 


Return of Liquor Business 
to Private Enterprise 


Note: This is the reprint of on editorial from o leoding Ohio newspaper 


The Cleveland News, Thursdoy, September 16. 1948 


evidence 


Dale 
director, 


that 


Dunife state liquor 


has done an exceptionally fine 
job in a de- 
partment which 
has turned out 
headaches for 
successive ad- 
ministrations 
Dunifon took 
the tough as 
signment frorr 
Governor Her- 
bert to 
up the 


clean 
messv mR OUNIFON 
heritage of the previous Lausche 
term. Financially he has put the 
has 
and 
swept out the trail of scandal 
This 
prelude to a note of caution to 


department on its feet. He 


strengthened enforcement 


congratulatory note is 


Junifon upon his establishment 
} 


of private sale package stores 


around the state, one of them 


The 


gives for this innovation, a per 


in Cleveland reasons he 


fectly legal move, are not con 
clusive proof of the need, in our 
opinion 

On the other hand, there is 
created an opportunity for 
abuse, and for spoils politics to 
wedge into the tiquor traffic in 
the state. None of these things 


may happen, but the risk is there 


We have argued for the state 
getting out of the liguor busi- 
ness and returning it wholly 
to private operation. So we can- 


not consistently object toa move 
in that direction. However, the 
half-way experiment has obvious 
hazards, not the least of which 
is the chance it offers for whis- 
pers of political dealing 
Dunifon will do well to keep 
the new project under his strict 
scrutiny, 
he will 


as his record indicate 
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In other States, accusations of corruption and venality have been widespread 


In Pennsylvania, for example, the State Liquor Control Board over a period 
f several years has been denounced for permitting law-breaking liquor joints 
settle their cases with cash. As a matter of fact, in 1947 the Pennsylvania 
coholic Beverage Study, Inc., an impartial citizens’ committee, charged that 


lators have been able to “ignore the law for a price and charge it to opera- 
ns.” (See Exhibit J.) 
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and of y» 12 the 
: Wh 
deni ed ne that thie’ wt 


Disgraceful 


In the face of public resentment all 
over the Commonwealth, the State Li- 
quor_ Control Board again has allowed 
law-breaking oints to settle the 
case with cash. enders agains 
law, faced with a suspension of their 
license, are permitted to escape this pen- 
alty by paving daily fines over the per- TARENTUM, Pa. 

dl of suspension. VALLEY DAILY NEWS 
his is one of the most indecent poli- March 13,1942 
yublic administration, says the ° 

irisburg News. It insults the in- 
stinets of every thoughtful citizen. In- 
stead of discouraging law violations. it 
cannot help but encourage them. Its 

nly effect is to increase somewhat the 

perating costs of the saloon during the EXHIBIT | 
penalty period, a cost easily met because 
the place is allowed to remain open for 


mess 
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Employees in Idaho were subjécted to a grand jury investigation because 
£ the embezzlement of several thousands of dollars worth of liquor in the 
past few years. (See Exhibit K.) 


EXHIBIT K 


SPOKANE , WASHINGTON 
SPOKESMAN=REVIEW 
April 14,1947 


LIQUOR SCANDAL 
OBE IS ASKED 


Nez Perce Allied Civic Forces 


Get Governor's Word. 


LEWISTON, Idaho, April 13.— 
Nez Perce county unit of Allied 
Civic Forces has been assured by 
Governor C. A. Robins that he will 
take ugpder advisement its request 
that the Lewiston liquor scandal 
exposed last November be subject- 
ed to a grand jury investigation. 
The A. C. F. unit decided today to 
seek such an investigation. 

The governor indicated to the 
group when he stopped in Lewiston 
en route back to Boise that he was 
not entirely satisfied with the con- 
viction of ome. man in the case. 

John F. QOigon, 46, former em- 
ployee at the state liquor ware- 
neuen nore, was 1 


3000 worth of Taner Tast year. OW 


14 years in the state nitentiary’ 

he Rev. Marvin Smith of Le 
ton said a petition soon will be 
culated to have state officials call 
a grand jury to get all the facts in 
the case. 

The A. C. F. unit today also was 
instructed by A. R. Fike of Boise 
how to petition for a local option 
election before allowing sale of 
liquor by the drink, as previded un- 
der the new drink law. 
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The State of Michigan has had perhaps the most notorious record of graft 
fraudulence and political chicanery of any State dispensary operation, accord 
ing to local observers. The famous McKay trial with its story of bribery. 
perjury and fraud was blazoned across the headlines of the nation’s press 
for several years as the State pressed hard for a conviction. The montage on 


the following page represents only a minute part of the comments and criti- 
cisms which appeared in the newspapers at the time. (Refer to Exhibit L.). 
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SUMMATION 


It has been pointed out, in this discussion, that the structure of the State 
dispensary system involves incompatible responsibilities for the administrative 
body, the purchase and sale of alcoholic beverages for profit and the regulation 
and control of such sale. It has been demonstrated that the control factors and 
sales activities cannot be handled through one agency without the weakening 
of one function or the other. More often than not, the vested interests of the 
State become the dominant factor at the expense of adequate control and 
enforcement. Specific manifestations of poor enforcement engendered by the 
accent on profit under the State dispensary system have been inefficiency, graft 
and corruption. 


The private enterprise system, in contrast, is concerned solely with the reg- 
ulation and control of the sale of alcoholic beverages. Consequently, the 
control and enforcement in any private enterprise system are more impersonal 
and more efficient. 


The private enterprise system is now enjoyed by the State of Minnesota. 
This system has guaranteed to its citizens that the sale of alcoholic beverages 
will be conducted by private citizens under close State supervision and control. 
so that the welfare of the public will always be the prime consideration. 


It is generally conceded that the liquor administration under the recent and 
present Minnesota government has been beyond reproach. Under a State dis: 
pensary system, however, the type of administration the State of Minnesota 
and its citizens would receive is an unknown factor. The records of dispensary 
States, as illustrated in this survey, more than amply demonstrate the inherent 
dangers of such a system. Each citizens should, therefore, consider carefully 
before gambling with the very important assets of the private enterprise system 
against the uncertain product of the State dispensary operation. 
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CONSIDERATION OF 
AMERICANISM VERSUS TOTALITARIANISM 
OR SOCIALISM 


In the consideration of the establishment of a State dispensary system, px 
haps the most important factor any patriotic, liberal-minded American 


more important than the potential revenue loss and the weakening of contr 
is the ideological issue: 





Are not the principles of the State dispensary system contrary to 
great principles of American democracy and more closely akin to those 
totalitarian and socialist governments ? 


Democratic governments are instituted among men, states the Declarati 
of Independence, “deriving their just powers from the consent of the governed 
that whenever any form of government becomes destructive of these ends 
is the right of the people to alter or abolish it . . .” 

To insure the ends for which democracy was originally established, th 
United States Government is entrusted with the responsibility of protecting 
the rights, privileges and property of the people within its borders. Thes: 
rights are secured to the people by the self-imposed restrictions of the gover: 
ment in the Bill of Rights, prohibiting it from infringing upon freedom 
speech and press, the right of people to peaceably assemble, and the right ¢ 
trial by jury, Nor shall any person . . . be deprived of life, liberty or proper 
without due process of law.” The constitution of the United States continues 
“Nor shall private property be taken for public use without just compensa 
tion."” These basic principles guide every local government and individua 
State in the Union. 

These guarantees carry with them certain broad implications, among them 
that our Government will not compete with its citizens in any field of endeavor 
that our Government will maintain an environment in which the individual 
can earn a livelihood; that our Government will protect the security of the 
individual in the enjoyment of his earnings, that our Government acknowledges 
that what a man has honestly and legally acquired is absolutely his own which 
cannot be taken away from him without his consent. 

These are the ways of a democracy, and the ways of the State of Minnesota 


However, when a State attempts to dispossess an individual from his busi 
ness, depriving him of his livelihood, in order to assume sole business rights 


itself, this constitutes a violation of the fundamental tenets of any democratic 
government. 


As long ago as 1890, the United States Government recognized the dangers 
to the innate rights of the common man from the unrestricted operations of 
the business giants in the new industrialized civilization. To reassure these 
rights, the Sherman Anti-Trust Act and, later, the Clayton Anti-Trust Act, 
were enacted. These laws decreed that combinations in restraint of trade were 
illegal. 
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Since activities in restraint of trade among private industries have been 
deemed a violation of national principles, it is difficult to justify the assump- 
tion by a government of such activities in the sale and/or distribution of any 
ommodity. It is equally difficult to conceive of a justification for any govern- 
ment competing with its own citizens in their operation of a private enterprise 
business. 


Actually, the usurpation of the citizens’ prerogatives by the State is more 
closely allied to the principles of a totalitarian government than a democracy. 


Totalitarianism is the subjugation of a people, the gradual strangulation of 
private enterprise and the democratic spirit at both the economic and social 
levels. It always begins with the government moving in on property rights and 
inevitably expands to include the control of individuals, making them fit into 
the formula of State business. 


The aggrandizement of power by the government cannot stop with the 
seizure of property. For property is essentially the product of a man’s activities, 
the results of his daily labor—wages, savings, investments and purchases. The 
encroachment by the State upon individual property rights, therefore, neces- 
sarily involves the curtailment of the individual's daily activities with the con- 
sequent abridgement of his peronal rights and liberties. 


In Rumania, for example, the nationalization of industries on June 11, 1948, 
climaxed three years of governmental effort to expand the political machinery 
in that State. In its drive for industrial domination, the government promul- 
gated a series of laws which gradually encompassed every business and in- 
dividual in the country. 


All types of private enterprises were nationalized—iron and heavy indus- 
tries, technical enterprises, rail and water transportation, public utilities, 
distilleries, sugar and chocolate and other candy factories, bakeries, pipe lines, 
shoe and leather factories, banks and mines. 


An agrarian reform was instituted in 1946. Less than a month after the 
original law was passed, Rumanian farmers had to surrender their entire grain 
crop to the State at low fixed prices. 


This procedure of governmental infiltration into all segments of business 
and personal activities in Rumania is prevalent in many parts of the world 
today. The methods of this totalitarian encroachment follow the same inevit- 
able pattern. 


In Hungary, according to recent reports, the government set up large State 
export-import concerns which will handle almost all of Hungary's foreign 
trade. Factories, wholesale houses, importers and exporters which had previ- 
ously handled this type of business were displaced by this unified State owner- 
ship. The government is now the sole shipper of agricultural products, salt, 
tobacco, beverage spirits, iron and metals, timber and chemical products. 
(See Exhibit M.) 
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HARPERS WINE & SPIRIT GAZETTE \Sth October EXHIBIT M 


Trade Monopolies 
in Hungary 


Almost alf of Hungary's foreign trade will in future 

handled through large State trade concerns under 
unified Government mianagement, instead of by individual 
factories or wholesale houses as before, it has been 
nnounced in Budapest. However, some private export 
import firms will continue in existence, licensed by 
the State 

The Hungarian State commercial authorities have 
now compiled a directory, specifically for the benefit 
of foreign firms, of State-operate# foreign commerce 
concerns with their addresses and detailed information 
as to the export-import items handled by each of these 
Government firms. The concerns are listed below 

Hungarian Foreign Trading Co., Ltd., Deak Ferenc 
itca 5, Budapest. Cable address : Kuelforg, Budapest 
Handles particularly the import into Hungary of colonial 
products and export-import trade with the western 
zones of Germany 

Hungarian Agricultura) Export & Import Co., Ltd., 
Roosevelt-ter 3, Budapest. Cable address: A-rimpex, 
Budapest. Will handle both the imports and exports of 
agricultural products. It handles the export of wine 
brandy, malt and various cereals and foods 

Eastern European Commerce, Ltd., Nador-utca 28, 
Budapest. Cable address : Kelimpex, Budapest... Handles 
export and import of timber, paper, cellulose. chemical 
products, etc 

National Enterprise for Foreign Trade of Hungarian 
Monopolies, Tukor-utca 4, Budapest. Cable address 
Monimpex, Budapest. Handles the export of spirits, 
liqueur, wine brandy, tobacco, saccharine, alcohol, as 
well as the import of salt and tobacco 

Commercial Exporting and Purchasing Co., Ltd., 
Hold-utca 21, Budapest. Cable address : Combinator, 
Budapest. Is the only concern holding the right of 
dealing with goods exporting and importing on a barter 
system 

Hungarian Heavy Industries Foreign Trade Co 

NIK,” Dorottya-utca 6, Budapest. Cable address 
Nikexport, Budapest and Hungarian Company for the 
Trade of Technical Products “ Ferunion.” Merleg-utca 
3, Budapest. Cable address Ferunion, Bydapest. 
Divide between them all of the products of the Hungarian 
‘heavy industry centre’’ as well as the foreign trade 
in products of the entire Hungarian iron and metals 
industry, both nationalised and private. 

The Ministry of Commerce announces that the 
export of goods not included in the sphere of the above- 
named State concerns may be handled by private firms, 
eitier independently or in co-operation with various 
State concerns for foreign trade. Each foreign trade 
concern may only undertake the export or import 4 
those items for which it has been specifically autharisc:| 
by the Ministry of Commerce and Co-opeiatives, 

However, in certain cases the Commerce Migistry 
may issue permits for other State foreign trade ar private 
concerns with foreign contracts, to handle the export and 
import of other items not directly falling into their 
specific sphere of action 

Such perutission has already been granted for some 
export items. 
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In England, the government, as part of its socialistic planning, has taken 
ver the coal mines, the banks and the railways. Nationalization of the brew- 
ing industry is also being contemplated at present. 


In France, the socialist-communist coalition government is now the owner 
f the salt, aeroplane manufacturing, banking, insurance and munitions man- 
ufacturing, mining, transport, gas and electric industries. 


Current reports indicate that this nationalization move has failed econom- 
ically, financially and socially. For example, in the mines, there are more 
clerks and administrators at present than miners. In addition, the nationalized 
industries are either showing deficits or arranging accounts so as to ‘force a 
balance”. Socially, the nationalized industries have failed because there have 
been more strikes in the government-owned industries than in all the others. 
Too, nepotism and bureaucracy are rampant, with jobs being bartered and 
even created for money or political “pull”. 


In Saskatchewan a multitude of industries have been taken over by the 
government since 1944 when the cooperative commonwealth Federation first 
brought socialism to the province. Even recently, legislation has been passed 
which permits cities and towns to operate bakeries, gas and oil service stations, 
dairies, exhibitions, theatre and the like. One bill actually permits expropri- 
ation of farm lands. 


The primary reason why totalitarian or socialist encroachment is failing, 
always has failed, and always will fail goes even deeper:— it results from the 


simple fact that totalitarianism and socialism stifle the individual incentive 
which operates only under a private enterprise system of government, and 
the presence of which in strong measure has been responsible for the fact that 
America is the richest and the most productive country in the world today. 
The modus operandi of totalitarianism is the same whether the country is 
Europe or the American continent. 


In a sermon delivered at St. Patrick's Cathedral, New York City, Reverend 
Thomas F. Maher warned that “In our own country, we have seen, in the 
past twenty years, an era of increasing government ownership of power plants, 
transportation and other utilities.” He continued by saying that perhaps the 
most suicidal of illusions is that we can have “some socialism” and at the same 
time preserve unimpaired our social and political freedom. Socialism, like a 
fungus, points out Father Maher, must grow or die; when, to take a typical 
example, we allow the government to go into the power business it is doing 
far more than simply socializing one piece of property. It is undermining the 
political system upon which this country was built. It is laying the groundwork 
upon which dictators come to power. (See Exhibit N.). 
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MONTPELIER, VERMONT 
EVENING ARGUS 
August 30,1948 


SOCIALISM MUST GROW OR DIE 


Ip a sermon at sulemn mass in St. Patrick's Cathedral, New 
York city, Father Thomas F. Maher gave a strong warning that 
socialiam imperils our liberties. “In our own country,” he said, “we 
have seen, in the past twenty years, an era of increasing govern- 
ment ownership of puwer plants, transportation and other utilities, 
In Engiand, mines, banking and railroads have been taken over by 
the state. In France, all railroads are now government property. 
One of the most important issues of our day, with increased gov- 
ernmental ownership and regulation of property, is whether or not 
perfect political liberty can survive when economic liberty is sharp- 
ly restricted. inciples vu racy W be served not 


to more and individuals.” 

sks Tie eeaal oii At in thal have 
. ialism”” and_al_i} i : impaired our 
social and political {recdom. No nation in the history of the world 
has ever managed to accomplish that. The present course of Eng- 
land ie particularly illuminating. A short time ago a measure 
called the “Town and Country Planning Act” went intocffect. This 
gives the guvernment cuntrol over all improvements made by land 
owners, and permits it to confiscate any gain in value that results. 
According to the Chicago Daily News, the act “is frankly regarded 
hy leaders of the party in power as a half-way step to the outright 
ownership of all British land by the government.” 

Sociatism, like a fungus, must grow or die. When, to take a 
typical example, we allow the government tu go into the power busi- 
ness it is doing far more tean simply socializing one piece of pri- 
wate property. It is undermining the political system upon which 
this couatry was built. It is laying the groundwork upon which 
dictators come to power. 

a in his sermon, Father Maher warned that “In the 

social 

and charity.” One of the greatest achievements 

8 that these sine constantly diminiah 

both in number and magnitude. The irresistible weight of public 
fesling in the soundest remedy for injustice. Under socialism, 
al-powerful state, it @ revolution to unseat a cor- 
recorded history provides the 


EXHIBIT N 
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SUMMATION 


The liquor dispensary system is obviously a form of totalitarianism for 
totalitarianism begins with competition between a government and its people 
concerning the rights and privileges which are the birthright of those people 
and which it has assumed the responsibility of protecting. 


The great end for which men formed a democratic government was to pre- 
serve their lives and property. The State dispensary system has the end result 
of the negation of those private property rights and activities. Moreover, there 
is nO reason to suppose that a government embracing a monopoly in liquor, 
would not eventually constitute itself a monopoly dealer in other commodities, 
in drugs, in clothing, in real estate, in durable goods, in utility services— 
possibly in farm produce and foods. 


With the record of increasing socialization and totalitarianism all over the 
world, it is the duty of all Americans to safeguard and protect to their utmost 
their constitutional rights. The roster of totalitarian governments is rapidly 
increasing. The United States has a heritage of democratic freedom which at 
no point must be compromised and which now and forever must be preserved. 








IV 
“STATE DISPENSARY SYSTEM OPPOSED BY 
LABOR, MINNESOTA RETAIL LIQUOR 
DEALERS, MUNICIPAL LIQUOR 
STORE MANAGERS, VFW, AND 
LEADING MINNESOTA 


NEWSPAPERS,” 





318 PROVIDE REVENUE FOR D. C. AND OTHER PURPOSES 


DISPENSARY SYSTEM OPPOSITION 


Many individuals and several economic groups in Minnesota have voiced th 
disapproval of a state dispensary system for Minnesota for a number of signi 
cant reasons: 


The Minnesota State Federation of Labor at its annual convention 
Winona in September passed a resolution opposing a State dispensary p 


because they considered it detrimental to the best interests of labor. (S 
Exhibit O.) 


The Minnesota Municipal Store Managers at their June convention in Fa: 
bault voiced their opposition to the State disensary plan because they felt 
would jeopardize their present method of operation and would constitute 
serious threat to present earnings. (See Exhibit P.) 


Private enterprise retailers in Minnesota likewise expressed their approve 
or Minnesota's present private enterprise wholesale operation, The Minnesota 
Liquor Council, composed of representatives of every branch of the retail ir 
dustry in the State expressed opposition to the State dispensary plan by resolu 
tion passed on December 6, 1948 at Minneapolis, because they felt that State 
dispensary would hamper their present method of operation. (See Exhibit Q.) 


Veterans of Foreign Wars, through the medium of their official publication 
“The Gopher Oversea’r’’ in the December, 1948 issue of this publication 
voiced their opposition to the State dispensary plan as being inimical to the 
best interest of the veterans. (See Exhibit R.) 


The Veterans Association for the Liquor Industry, an organization of more 
than three thousand veterans engaged in the industry in Minnesota, recorded 
their opposition to a State dispensary plan by resolution adopted in Minneapolis 
on December 10, because they felt it would destroy the very thing they had 
fought for in World War Il—Preservation of Private Enterprise and Freedom 
of Opportunity. (See Exhibit S.) 


Editors and other thinking people of Minnesota who have reflected upon the 
possibility of a State dispensary system introducing scandal, graft and corrup 
tion into our State government have in numerous public utterances pointed out 
the inherent weakness in the State dispensary system and how apt this system 
of operation is to produce a scandal in Minnesota if it is adopted here. Space 
does not permit the reproduction of all the public utterances of prominent 
people on this subject. A few have been selected and are montaged here to 
indicate the trend of thought in Minnesota. (See Exhibit T.) 
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EXHIBIT O 


RESOLUTION 


By Minneapolis Bartenders' Union, Local No. 152 
affiliated with Hotel and Restaurant Employees 
and Bartenders International Union. 


KEREKEKREREE 


WHEREAS, it has been an established opinion of the mem- 
bers of Minneapolis Bartenders Union, Local No. 152, and 
Hotel and Restaurant Employees, that prohibition was a fail- 
ire and bred a general disrespect for law and order, and 


WHEREAS, proper respect for laws pertaining to the con- 
trol of alcoholic beverages is obtained when these laws and 
regulations enacted in the public interest are rigidly en- 
forced, and 


WHEREAS, it appears inconsistent and detrimental to the 
public welfare for the state on the one hand to engage in the 
sale of alcoholic beverages for profit and on the other hand 
to be charged with responsibility of enforcing the laws and 
regulations enacted for the control of the sale and distri- 
bution of alcoholic beverages, and 


WHEREAS, government ownership of any business is a form 
of socialism which may ultimately lead to some form of total i- 
tarianism and destroy the American way of life, and 


WHEREAS, the alcoholic beverage industry under the priv- 
ate enterprise system provides more employment and better 
conditions of employment than any form of state dispensary 
or municipal system for the sale and distribution of alcoholic 
beverages, 


NOW THEREFOREBE IT RESOLVED, by the Minnesota State Fed- 
eration of Labor in Convention assembled in Winona, Minnesota, 
this 20th day of September, A.D., 1948, that they go on re- 
cord opposed to the return of prohibition in any form, and 


BE |T FURTHER RESOLVED, to record its opposition to any 
and all forms of state dispensary and municipai stores for 
the sale and distribution of alcoholic beverages in Minnesota. 
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EXHIBIT P 
RESOLUTION 





WHEREAS, the Minnesota Liquor Control Act from its in 
ception provided for a dual method of sale and distribution 
of alcoholic beverages at the retail level with a private 
wholesale system of distribution; and, 





WHEREAS, this system over the years has proven to be ar 
effective and satisfactory method of handling the sale and 
distribution of alcoholic beverages; and 







WHEREAS, under this system Minnesota has had proper and 
adequate control and enforcement with the state giving its 
undivided attentdon to securing proper law enforcement; and 







WHEREAS, the communities which have established Munici 
Liquor Stores derive a substantial portion of their revenue 
from these operations; and, 































WHEREAS, experience in other states indicates that wher 
the state engages in the sale and distribution of alcoholic 
beverages municipalities are excluded from participating in 
the revenues derived therefrom; and, 


WHEREAS, the experience in states which engage in the 
sale and distribution of alcoholic beverages has been that 
political consideratdons frequently outweight the public we! 
fare, while in Minnesota under the present system Municipal i 


ties are particularly free from political domination and in- 
terference; and, 





WHEREAS, under the present method of wholesale distri bu- 
tion a wide selection of merchandise is provided, adequate 
credit is extended, and proper sales and delivery service are 
afforded the municipalities to assist them in carrying on 
their operations; and, 











WHEREAS, we feel that the public interest is best served 
under the present method of sale and distribution of alcohol i 
beverages in Minnesota; 





NOW THEREFORE, BE IT RESOLVED, by the Municipal Liquor 
Store Managers of Minnesota, in Convention assembled in Fari- 
bault, Minnesota this I5th day of June, A.D., 1948, hereby 
approve the present method of distribution and sale of alco- 
holic beverages in Minnesota; and, 





BE |T FURTHER RESOLVED, that we expressly voice our dis- 
approval and firm opposition to the state taking over the 
wholesale sale and distribution of alcoholic beverages in 
Minnesota. ‘ 
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EXHIBIT Q 


RESOLUTION 


WHEREAS, the Minnesota Control Act has provided a sy 

for the sale and distribution of alcoholic beverages ir 
Minnesota at the wholesale.and retail level which permits a 
maximum amount of regulation and enforcement and has pro- 
vided the State of Minnesota with a particularly effective 
system for the sale and distribution of alcoholic beverages 
by means of private enterprise system which is the tradi 
tional American method of doing business and, 


WHEREAS, the State of Minnesota has an excellent re 
cord for the enforcement of laws and regulations pertaining 
to the sale and distribution of alcoholic beverages, and, 


WHEREAS, certain individuals have suggested that the 
sale and distribution of alcoholic beverages at the whol e- 
sale and retail level be handled exclusively by the State 
of Minnesota and experience has indicated that the states 
which operate under the state dispensary method have exper 
ienced graft and corruption in the handling of alcoholic 
beverages. 


NOW THEREFORE BE iT RESOLVED, by the Minnesota Liquor 
Council, an association comprised of all of the private en 
terprise retail liquor associations in Minnesota, that we 
oppose the establishment or extension of government opera 
tion in the liquor business either at the wholesale or re- 
tail levels. 


MINNESOTA LIQUOR COUNCIL 
December 6, 1948 
Minneapolis, Minnesota 
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EXHIBIT R 


GOPHER OVERSEA’R 


Official Publication, Department of Minneséta 
Veterans of Foreign Wars of the United States 


Publications Office: 511 State Office Bidg., St. Paul 1, Minn. 
Stan Cann, Post 323, Stillwater, editor. 
W. ©. Krog, dr., Post 1697, St. Paul, advertising manager. 
Published monthly by sad for the Department of Minnesota, 
Veterans of Foreign Wars of the U. 8S. at 511 State Office Bidg., 
St. Paul 1, Minn., Cedar 3018, Ext. 559. 


SUBSORIPTION RATE 
Fifty cents per year; payable in advance; 25 cents for VFW members. 


FREE RIDERS, KEEP OFF! 


The people have spoken; the legislature will pay a bonus. 

Now the line is forming to {be right. The free riders are getting 
ready to board the gravy train. The outspoken critics and the silent 
Sams who watched the veterans’ organizations fight single-handedly 
for a bonus, have suddenly blossomed out with innumerable schemes 
to finance the bonus proposal—all of them calling for a new tyne of 
taxes. Look at the lineup: Pari-mutuel betting on the bang-tails, a 
retail sales tax and state hquor dispensary, head the list. 

No thank you, gentlemen; the Veterans of Foreign Wars is not hav- 
ing any. We want it understood that we have always opposed the 
sales tax and that we want no part of any pet tax schemes that will 
discredit the veteran in the eyes of those who so willingly mandated 
a@ bonus. 

Sure, these pet schemes are “easy” ways of raising money—the fast 
man with a buck always ‘has an “easy” way of making dough—but 
we don’t want them and we believe most of the people of Minnesota 
object to them. Who would gain most by legalized horse racing, the 
state or the gamblers and aoe at 

Why should the st © the liquor business at this late date? 

ould operate and reg fate It any better than free enterprise is 
Gol e now? ne experience of Michigan should provide DS 

ve, who fo S DRREE a Onna moc: os p 
proposa a 0Gii We cairt see how taki p 
over the liquor busi would be an dierent from takin over grocer- 

les 


Easy money? Sure, for the boys on the gravy —— nor for you 
or me! 
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EXHIBIT S 


RESOLUTION 


WHEREAS, the voters of the State of Minnesota have in- 

cated their approval of a state soldiers bonus to be paid 

to veterans Of World War ||, by their votes at the November 
i948 election and, 


WHEREAS, the demand for additional revenue on both state 
and municipal levels is reaching unprecedented proportions to 
assist the financing of a state soldiers bonus and other sug- 
jyested new governmental functions and, 


WHEREAS, it has been suggested that the state take over 
and operate the sale and distribution of alcoholic beverages 
on the wholesale level and that changes be made in the exist- 
ing |aw pertaining to municipal stores for the expressed pur- 
pose of providing additional state and municipal revenue and, 


WHEREAS, we consider it to be the prime duty of govern- 
ment to provide a system of liquor control which will best 
safeguard the heaith, welfare and morals of the citizens and, 


WHEREAS, experience has shown that the best enforcement 
of |iquor laws and regulations is obtained when the sole re- 
sponsibility of government is the enforcement of law and 
protection of the welfare of its citizens, |ikewise exper- 
lence has indicated that when government engages in the sale 
and distribution of alcoholic beverages for profit the sys- 
tem becomes subject to political dominations and interference 
principally because the profit motive outweighs public wel- 
fare and, 


WHEREAS, the citizens of Minnesota by their approval of 
the state soldiers bonus have indicated their gratitude to 
the veterans of World War || and expressed the desire that 
veterans be given every opportunity to live a normal gainful 
life in this state free from governmental interference which 
would put the state into competition with them as citizen- 
veterans and, 


WHEREAS, there are more than three thousand veterans and 
their families who gain their livelihood from the liquor in- 
dustry at its various levels in Minnesota whose position and 
financial security would be j eopardized by the adoption of 
a state liquor dispensary plan on any level by Minnesota or 
by the enactment of the legislation permitting the establish- 
ment of municipal stores in municipalities with population 
greater than ten thousand. 

(more) 
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NOW THEREFORE BE IT HEREBY RESOLVED, by the Veterans 
Association for the Liquor Industry, representing the more 
than 3,000 veterans employed in the alcoholic beverage in- 
dustry in Minnesota, in convention assembled that we oppose 
the enactment of any legislation which would permit the 
state to operate the wholesale or retail !iquor business ir 
Minnesota and, 


BE 1T FURTHER RESOLVED, that we oppose any changes in 
the present Minnesota Control Act which would permit the 
establishment of municipal liquor stores in municipalities 
containing populations in excess of ten thousand people, and, 


BE IT FURTHER RESOLVED, that we express our belief in 
an adherence to the traditional American method of doing busi- 
ness by a system of private enterprise free from governmenta 
interference as the surest means of providing security and 
freedom for the veterans of World Wars | and Il. 
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uluth News-Tribune 


wdiished Daily aad Sanday—Official Publication for the City of Daluth and County of St. Louis 


WEDNESDAY, NOVEMBER 17, 1948 


Why Risk Corruption? 
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APPENDIX TABLE II 


PER CAPITA DIRECT ALCOHOLIC BEVERAGE REVENUE COMPARISONS 
BETWEEN MINNESOTA AND: 


AVERAGE AND TYPICAL DISPENSARY STATES 


AVERAGE PRIVATE LICENSE AND 
NEIGHBORING PRIVATE LICENSE STATES 


(Calendar Year 1947) 


Per Capita Direct Revenue 


Minnesota $7.22 
Average Dispensary State 7. 26 
lowa 
Michigan 
Ohio 
wyoming 


Minnesota 
Average Private License State 


North Dakota 
South Dakota 
Wisconsin 
illinois 
Nebraska 
Indiana 


Source: Distilled Spirits institute, Inc., 
"Public Revenues from Alcoholic Beverages, |I947," 
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Appendix Table III 









Average 





Expenditures 













Selected Goods 
& Services 









Rent $4,574 
Utilities 2, 847 
Other Basic 
Expenditures(a) 3,663 
Food & Clothing - 
Automotive, Main— 
tenance, Supplies 

& Rental 4, 459 
Transportation, 
Freight & Exp. 50,605 












































improvement s 9,375 
insurance 
Premiums(b) 7, 281 








Professional 




















Services 9,918 
Advertising 10,758 
Contributions 9,733 
Total Goods a ae 

& Services 














Hidden Taxes 


Real Estate Tax 2,215 
Personal Property 












































Tax 6,426 
Automobile Regi s- 
tration Fee 100 
State income 
Taxes 6,014 
Total indirect 
Taxes 











Total Goods & 
Services 4 
Hidden Taxes 


























insurance, 















wholesale Outlets 


Employers & 


Other Employees 


AND 


Annual Expenditures by Wholesale Outlets and Their 
Employersand Employees in Minnesota, 
Figures represent yearly expenditures. 











Total 


45,545 
58, 604% 


62,420 


455, 448 
150,007 


116, 493 


119,020 
118, 341 


155, 727 
, 336,495 


11,075 
102,817 
2,800 


96,226 


212,918 


$1,549,813 


average 


312 


1,023 
1, 393 


517 
1,002 


L-234 
H- 50 


171 


198 


33 
16 


3,074 


includes ho 


blic liabilit 


Total 


ee 


$141, 696 
135,025 


436,812 
764,892 
185,086 


264, 419 


L-114, 660 
H- 21,800 


89,621 


2,154,011 


48, 906 
8, 680 
5,728 

169, 689 


233,003 






$2,387,014 


Source: Questionnaires circulated among all wholesale outlets and their 
employers and employees in Minnesota's alcoholic beverage industry. 


1947 





J ana § 





OTHER PURPOSES 


; . Business and 
Busi ness——————_Wn-_ Busi ness WN Bu Si ness 


Total 





$196, 586 
180, 570 


495, 416 
764,892 
247, 306 


455, 4us 
414, 426 


252,953 
119,020 
118, 341 
245, 348 
3,490 , 506 
59, 981 
111, 497 
8,528 
265,915 


445,921 


$3,936,427 






(a) For businesses includes expenditure for such items as rest room supplies, 
office equipment, general maintenance and repairs, and warehouse equip- 
ment; for individual employees, 
care, laundry, furniture, household equipment, lodge and other organiza 
tion dues, amusements, etc. 

(Db) For businesses includes fire, burglary, 
insurance; for individual employees, includes health (H 


ital, medical and dental 


ife (L) 


All Outlets 
and Personne) 





late—gl ass 


PROVIDE REVENUE FOR D. C. AND OTHER PURPOSES 331 


The Sample 


Two questionnaires were distributed to the wholesalers of the alcoholic 
beverage industry in Minnesota. One (WH-D) was directed to all the whole- 
sale outlets who distributed distillled spirits and wine; beer wholesalers were 
not covered. The other (EMP-C) was sent to all members of the industry, 
employers and employees regardless of their affiliation or position. 


Of the 552 questionnaires sent to the wholesale employers and employees 
552 were returned, or 100 percent return. Not all the wholesale outlets 
returned questionnaires, but a sufficient number of them did to assure a repre- 


sentative sample; of the 16 wholesale firms polled, 13 returned the balllot 
forms, or 81 percent. 


Responses to the questionnaires were coded, punched on cards, and tables 
were run by an independent research firm, whose letter of transmittal, attesting 
the validity of the tabulations, accompanies this survey. Since the information 
furnished by the wholesale outlets represents only a part of the total universe, 
it was necessary to estimate each item for the totals involved in each group. 


The totals for the EMP-C questionnaires were, naturally, adopted directly from 
the machine runs. 


Technique of Estimation 


The technique of estimation, when used, was simple mathematical projection 
(extrapolation). For example, 13 wholesale outlets, or 100 percent of the 
sample, reported that their contributions in a year total $126,529. This means 
that the average contribution per outlet was $9,733. One hundred percent of 
the total group involved was likewise assumed to spend the same average 
amount, so the estimated total for contributions in the over-all total was 
$155,727. Precisely the same technique was used in estimating all the ex- 
penditures of the wholesale outlets. Since 81 percent of the known total 
group involved returned questionnaires, there is no doubt concerning the rep- 
resentativeness of this sample for purposes of projection. 
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BARNARD 8&8 CO. 


DATA COMPILING BUREAU 
93 PARK AVENUE NEW YORK !6,N.Y 


MURRAY HILL 89-6250 


November 16, 


Messrs. Lawrence Hall & Clarence N. Dufek 
Mimnesota Wine & Spirits Institute, Inc. 
234 Midland Bank Building 

Minneapolis, Minnesota 


Dear Sirs: 


We have submitted to you completed tabulations reflecting information provided 
by respondents to the cent survey in Minnesota among wholesale outlets and 
their individual owners and employees in the alcoholic beverage industry. 


The wholesalers’ returns to questionnaire form EMP-C represented 100 percent 


of the universe, or 552 cases. There is no question as to the representativeness 
of these returns. 


All information recorded on the returned questionnaires was punched onto Hollerith 
cards, then completely verified to insure absolute accuracy in the punching 
operation. Tabulations were then made via mechanical tabulating machines 

which were further balanced to original controls. Thus, we feel the statistical 
tables provided you reflect a true and unbiased recapitulation of the inform- 
tion reported by the respondents to the survey. 


Wholesale firms were sent WH-D questionnaires. As there were only 13 returns 
out of a possible 16, we did not machine tabulate them since the lent themselves 
more readily to hand tabulation. 


It is our opinion that the technique, when employed, to arrive at estimates 
for the universe, based on returns to this survey, constitutes an accurate 
statistical procedure and the tabulations submitted report the actual answers 
of all respondents. 


Very truly yours, 
BARNARD & CO. 


Haseeh neg, 


Harold Ninger 


U. S. GOVERNMENT PRINTING OFFICE : O—1956 














